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PROCEEDINGS 

SECRETARY BERGLAND: It 1s two minutes past 
9 o'clock. As most of you know, this three-day session 
will conclude the first phase of the national dialogue 
ONmtnieceselUCtULGwOreagti Cultures that began with 0 public 
meetings held througnout the country last November and 
December. 

We called those meetings to give farmers and 
people from all walks of life an opportunity to say what 


kind of food and agriculture system we ought to have in 


the next 10 to 20 years and to tell us what role, if any, 


public policy ought to play in its development. 


Seventy percent of those who testified at the 
10 regional meetings were farmers who spoke for themselves 
OreLULecmrarmsordganization. 

Others represented researcn or advocacy groups, 
Farm cooperatives, relicious organizations, agribusiness, 
banks, government, labor, consumers, academia ance the 
press. 

Copies of the summary of what was said at those 
meetings are available today in the foyer outside the 
auditoriuia. 

You will note from the summary that the testimony 
was as frank as it was wide-ranging and thet the opinions 


expressed were sharply diverse. 
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Those first ten meetings deliberately focused on 


regional problems and successes, but in this session I hope 
we can switch perspective from the regional to the national 
and concentrate on the central issues. 

I especially want to hear your views about public 
policies and their effect on farming, on supplying farmers, 
on marketing farm products, on bringing new farmers into 
the business, on the health and vigor of rural communities, 
and on the preservation and use of our natural resources. 

I want to make it clear at the outset that I am 
interested in more than your views on the big numbers, the 
averages, the total needs, the total supplies and all the 
Stherestatistics. 

We are, after all, talking about people -~ women 
and men and children with hopes and dreams, with frustrations 
and disappointments. 

Policy, attervall, has to be made to servepthe 
people, whether those people are frowers or farm workers or 
shippers or research scientists or urban consumers--rich 
and poor. 

The record of this public meetings will be kept ope 
until May 31 for any additional comments anyone wants to 


Submit. 


Then the information, recommendations and opinions 


offered at all 11 meetings or provided in writing will be 
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analyzed for plausibility and feasibility. 

The plausible and feasible will then be meshed 
with specific information developed through research 
conducted by the USDA, farm and rural life organizations, 
agribusiness and public interest groups, land grant colleges 
and individual authorities on structure. 

The findings of the project should help us deter- 
Iiine how appropriate and effective the policies behind our 
programs are today or wiil be tomorrow. 


Our goal is to have any recommendations for 


changes ready by the time Congress takes up the 1981 farm bill 


or drafts any major new tax, credit or regulatory legis- 
tation: 

I might note in closing that while the structure 
PrOjeGt is asnon=partisan effort; Mithisipoliticalvinythe 
classic Greek sense of the word. 

To the ancient Greeks, politics nad everything 
to do with the way they related to each other as citizens, 
with the way they raised their children, with the way they 
upheld their values as a people. 

So as we meet here to discuss the factors, 
ineluding public policy, thatiwi llivanfluence thes organi-— 
zation, the control and the direction of American agricul- 
ture for the next several decades, we might keep in mind 


something that was said by one of the fist witnesses at the 
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regional meetings. 

“AS we consider the structure of our agriculture," 
he said, "remember that we are dealing with the shape of 
Our democracy." That we are. Now let's begin. 

First this morning we have a panel of persons who 
are going to discuss the general question of agriculture 
and the economy. 

We have, from the Community Nutrition Institute, 
Ms. Ellen Haas; we have, representing the Cowbelles 
Organization, Mrs. Connie Townsend from White Sulphur 
Soe iOSmliOntala,et) Chink: Lt 1s . 

We have, from the Purdue University, Assistant 
PrOlressOrmOocenori cultural “Cconomics, Dr. OLtO Doering: trom 
the National Association of Retail Grocers of the United 


States, Mr. Lewis Norwood; from the National Association of 


State Departments of Agriculture, we have Dr. William Stephens. 


And, ladies and gentlemen, we are pleased that 
you have come this morning. Your prepared statements will 
appear in the record as prepared. 

We would ask you to attempt to keep your remarks 
to five minutes each, if you would, please. Following 
your presentations, we will then question you, each of 
VOU LnOLvLoua LLY. 

On my right is Dr. J. B. Penn, who heads the 


Department's Economic Research Group, as Statistician 
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trom Arkansas. 

He brings to this place a.certain flair and some 
Skill which gives this Department a balance we always must 
maintain, 

Dr. Penn, do you have anything tos ay for 
yourself? 

DT eeENNG Beno. 

SECRETARY BERGLAND: Ms. Haas, we will start 


with you. 


STATEMENT OF ELLEN HAAS, DIRECTOR, CONSUMER DIVISION 
COMMUNITY NUTRITION INSTITUTE 


TiankesyOu,pMr. soecretary, Mr. Penn. “lt is a 
pleasure to be here. As you well know, consumers are 
affected in very fundamental ways by the food system 
of which the agriculture sector is the most important step. 

As consumers we have an enormous stake in the 
policy reorientation and programmatic changes being 
contemplated by the Department. 

Equally important, we feel, is the need both to 
address the charges leveled by some what we feel are 
short-sighted critics of a food policy which seeks to 
consider the concerns of food consumers as well as food 
producers, and to explore ways to bring increased under- 
standing and cooperation between farmers and consumers in 
the common need to craft a food system which meets the 
health, economic and social needs of all wno are a part 
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of that food system. 

Without question, the issue areas which have been 
dmscussea, thus@iarm, through the structure hearings are of 
immense importance to the farm community. 

Commodity, tax, land, credit and development 
policies are basic to any discussion of farm programs. But 
it is equally clear that these issues and the production 
Sector they directly involve do not* form a closed circle; 
they cannot be considered in any isolated or confined 
fashion. 

These issues are actually a part of a much larger 
societal concern -- the process through which the population 
manages to feed itself safe and nutritious food which 
promotes health and human productivity. 

This is the most basic and necessary challenge 
human beings face, and it is this fact that sets food policy 
aticasthusragqriculture polacy apart “rom other sectors of the 
ecomomy and society. 

It is also what requires policy makers to consi- 
der tarm polvcw ine thes context) of food policy. Clearly, 
the structure and continuing maintenance of a healthy, 
competitive, resotirce --*efficient, and financially solvent 
farm sector is the most important aspect of food policy, 
as it is this sub-economy which provides the most essential 


components of all food products -- raw agricultural 
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commodities, 

This is the precept that has guided the organi- 
zation and operation of the Department and which justifies 
the current review of commodity and tax policies which 
often favor larger operators over smaller groups and which 
consequently have a direct bearing on the cost of land, 
on the expenditure of limited production resources and the 
like, 

It also justifies the focus on the diminishing 
competition between the providers of agricultural inputs 
and the rising expense of those inputs. 

But the policy review and program evaluation canno 
stop here because this is only one part, albeit an extremely 
important one, of the system, 

There are major problems in areas that USDA 
has not even attempted to address in these hearings, but 
which are supremely important to the larger food system 
structure and performance, 

In particular, I am speaking about the performance 
of food industries and the structure of policies which carry 
food from the farmer to the consumer. 

For example, a recent USDA study indicates that 


concentration in the food manufacturing industries is growing 


Sten WoO leteVee em CULO Ete Century athe largest 


50 firms could control the entire food manufacturing 


Acme Reporting Company 


(202) 628-4888 


bo 


10 


1 


12 


13 


14 


15 


16 


18 


19 


t 
on 


10 
sector. 


Furthermore, a USDA economist also estimates that 
the cost of food to the consumer is now increased by 13.6 
percent because of this severe state of concentration-- 

a figure which can only be expected to grow as competition 
diminishes. 

Evidence is also accumulating which shows that 
advertising, packaging and marketing expenses in the food 
system are excessive and lead to inflation in consumer 
prices, 

Certainly there is also growing concern about 
tne chemicals and contaminants which either deliberately or 
unintentionally find their way into food consumers eat. 

And there is concern about the fact that since 
tne Government's exciting new nutrition guidelines do not 
Scuace witietne CONSUMmDELON Or production Status quo, it 
Will be difficult, if not impossible, to implement the 
guidelines in a comprehensive manner -- in feeding programs, 
in the food grading services, in tne federal nutrition 
education programs and in the processed foods now marketed 
by etne rood ‘conglomerates, 

These are some of the problems and concerns which 
face consumers and society's food system. One could go 
on for hours and there are many otners. 


They are fundamental to tne effective and 


Acme Reporting Company 


(202) 628-4888 


aa 
efficient operation of the food system and its service 


to the population, yet they are in no way addressed by this 
discussion of structure by the Department. 

Since a principal reason for the structure 
project has been to promote debate and heighten awareness 
on key policy problems, we feel the Department has missed 
an important opportunity to enhance public understanding 
about problems in these areas. 

Not only is this a disservice to consumers; we 
believe it is a disservice to the farm community as well. 
It may be difficult to see, but farmers do have a direct 
interest in seeing to it that these other issues are 
addressed and that the policies governing the farm sector 
BeemcONns deredet ne thie context Of a larger food policy. 

For example, farm groups often say that consumers 
want a cheap food policy, which gets translated into 
Government policies which suppress commodity prices. 

This is wrong -<« that it is a misperception of 
genuine consumer concerns, Certainly no person wants to 
pay more for anything than he or she has to, but consumers 
Know it. is not. in their long-term best interest to refuse 
to guarantee efficient and competitive farmers a fair 
return on their investment. 

To be sure, there are some commodities, like 


sugar and milk, where the method of support, involving 
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increases in market prices instead of deficiency 


payments, are unfairly burdensome on the poor. 

In addition, consumers would probably like a 
mechanism to prevent commodity prices from going through 
the roof -- we we saw in the early 1970's -- in exchange for 
publicly supported loans and payments. 

But by and large, consumers do not oppose fair 
returns to producers -- given, of course, that these 
returns are provided in ways that do not aggravate land, 
resource and input cost problems. 

What consumers are really interested in, however, 
is equity in the marketplace, a guarantee that the food they 
buy is safe, and meaningful nutrition information and 
education programs, 

With respect to food cost, consumers have con- 
tinually sought Government action on the food industry 
concentration problem in an effort to eliminate that 13.6 
percent overcharge, 

Consumers have also pushed for the Government 
to provide funding for improved food marketing systems 
where such systems arenow inadequate, 

And consumers are advocating the formation of 
labeling and grading policies that will enable us all to 
make prudent food buying decisions based on the health 


value of foods, 
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But there is no real Government context through 
which these programs can be won; today the Government 
focuses principally on agriculture and not food. 

In fact, food policy and consumer food concerns 
are viewed as step-children of agriculture policy. 

Thus, it is clear that a new institutional framework for 
addressing the more complex food policy challenge of the 
1980's and beyond is now necessary. 

In this regard, a newly structured Department of 
Food and Agriculture is needed to tackle the problems and 
performance of the whole food system as well as the roles 
of both the farmer and the consumer as the most important 
participants of the system. 

While some backward-looking critics contend that 
such a focus is contrary to the best interests of USDA's 
traditional farm constituency, it is actually the 
Willingness and ability of this or some new anda larger 
Department to focus on the problems up and down the line 
that; 

One: Assures that the food system operates 
equitably for all participatns, including farmers as well 
as consumers, and which thus justifies the public expense 


of maintaining a Cabinet-level Executive Agency for its 


oversight; 


Two; Serves to focus attention and resources on 
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14 
important economic, health, and safety problems at all 


levels of the food system; 

Three: Serves to educate the population as to 
the true cost of each sector of the food system, as well 
as actual sources of increasing costs; 

Four: Opens up lines of communication between 
all participants of the food system to achieve the larger 
health and economic goals of the society; 

Five: Elevates the policy importance of the 
food production sector to its rightful place as the most 
important component of a larger food system. 

The agency and policies affecting the farm could 
no longer be viewed aS mere special interest promotion, 
but rather as a necessary part of a process fundamentally 
important to society. 

Clearly, all participants of the food system 
would be better served as a result, In conclusion, I 
would only add that USDA was founded over a century ago 
with the mission of helping the people of this country 
succeed at their principle occupation; producing food. 

The agency has excelled at this task and is now 
in the process of determining how to solve the proolems 
that have developed over the last 25 years. 

This is also commendable. But in the process, 


the Department must recognize that the principal occupation 
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Coe ion er GmiOMm SuCe temo rl CulLcCUures; and that fom 9.5 15 
percent of the population the principal concerns about 
food are retail cost, safety, and health value. 

An institutionalized mechanism for addressing 
these problems is key if the problems of the larger 
food system, including those of the farmer, are to be 
resolved, 

SECRETARY BERGLAND: Thank you very much, 
Ms, Haas, Our next is Mrs. Connie Townsend from White 


Sulphur Springs, Montana, 


STATEMENT OF CONNIE N. TOWNSEND, PRESIDENT, AMERICAN 
NATIONAL COWBELLES 


Today I am speaking as President of the American 
National CowBelles -- 

SECRETARY BERGLAND; Would you speak more 
closely into the microphone. These micros have to be 
spoken directly into. 

MRS, TOWNSEND: Today I am speaking as President 
of the American National CowBelles. The structure of 
Our Organization 1S Outlined in my prepared statement, 
but I would like to emphasize that most of us are wives 
of cattle ranchers or cattle feeders and partners with 
our husbands in the family business of producing beef. 

I address myself to the problem of the adverse 
and misleading information being put out by the USDA as 
regards the nutritional value of our product, beef, 
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16 
As a partner in our ranching operation, I take 


great exception to the unsubstantiated claims promulgated 
by the USDA in a myriad of ways to direct the eating habits 
of the American public away from our product. 

As a home economist, I take further offense at 
the barrage of misleading nutritional information being 
put forth under the guise of fact as regards beef. 

The alleged relationship between dietary fat, 
cholesterol and heart disease is based on an old, often- 
repeated and widely accepted but unproven hypothesis. 

The proper scientific approach to a question 
is to test a hypothesis and, if it is not. proven, to go 
OumanG sees tT ealOciere COeOLy. 

The American National CowBelles feel the public 
has been misled about fat consumption and types of fat. 
Today's average consuption of saturated fat is little 
different from what it was back in 1910. 

We would call your attention to the monthly 
"Consumer Buying Alert" from the Office of Consumer 
Affairs wherein we find stated: "Most Americans eat more 
protein than they really need and much of it is in the 
form of red meat with a high proportion of saturated fat 
and cholesterol,” 

Among recommended dietary changes listed were 


more vegetable protein, less red meat. Statements such 
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as this are further exploited by the news media as in the a! 
example of the “Rocky Mountain News" of Wednesday, March 5, 
1980, wherein we find strategically located right next to a 
column devoted to "Denver Areas School Menus" the advice to - 
and I am quoting -- "Try to eat fish and fowl instead of 
meat," 

Your Department will spend $100 million this year 
on nutrition information for the public. Since these are 
our tax dollars, the American National CowBelles feel we have 
a right to demand that they be used in the promotion of only 
truthful, scientifically proven fact rather than in misleading 
implications detrimental to our industry. 

In the face of every-mounting inflation, estate 
and inheritance taxes, increased Government regulations 
and the hostof other problems plaguing our industry today, 
Many may question our concern over tne issue of nutrition. 

Your aggressive disregard for a cautious approach 
tO, such a complex subject lorcesjus; toviook further. «let 
there be no mistake: the American National CowBelies feel 
that a national food policy as such will be but the beginning 
of a national agriculture or land use policy. 

While we certainly endorse a wise and prudent 
diet, we feel the Government's position should be only that 
of aeeene unbiased material and research, 

We are opposed to regulated and legislated efforts 
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in the matter of our diet just as we are opposed to it in 


Our private lives. 

I would be remiss if I did not mention several 
Other areas of concern to members of our organization. If 
you are truly concerned as to the survival of the family 
farm, great attention needs to be directed toward the 
revamping of the estate tax and inheritance tax laws. 

Among other things, we feel there should be tax- 
free transfers of property between spouses during lifetime 
Creal moecalii, 

We also believe provisions of Senate Bill 1984 
to eliminate the $500,000 limitation is most essential. 

The American National CowBelles are also concerned about the 
information being received by the American public as regards 
their total meat consumption, 

We consider your USDA figures misleading because 
they are based on the carcass weight of the animal when, 
in fact, we feel the actual, cooked, edible portion of meat 
should be the basis for eeriving per capita meat consumption. 

Actual records show we consume 2.77 ounces per 
day per capital, Your "Food" publication recommends two to 
three ounces of lean cooked meat per day. 

When we eat 2,77 ounces, we wonder why you 
continue to say eat less red meat as per the "Consumer 


Buying Alert” I previously mentioned. 
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A third matter of great concern to us is the 
proposed Resource Conservation Act of 1977. We feela 
Sensible review of those programs will result in a program 
Of Svoluntarwipacticipation. 

A last recommendation by the American National 
CowBelles would be that of transferring the program of 
predator control from the Department of the Interior to the 
Department of Agriculture. 

We feel that under the Department of the Interior 
the intent is not being satisfied. We feel the predator 
control program should not be destroyed. 

Consequently, we feel it should be transferred to 
the USDA, where we feel it rightly belongs. 

SECRETARY BERGLAND: Thank you very much, 

Ms, Townsend, vate next, is, Du.sOtto Doering. 
SLALBwoNLeOr ODTO iC. DOERING,» PURDUE UNLVERSITY 

I have been asked to address the impact of 
energy policies and shortages on farm structure, and I 
will start by saying I expect relatively modest changes in 
overall farm structure that will be attributable to changes 
Ln.energy, prices, Over the next several decades. 

This assumes that there will not be severe or 
prionged shortages in supplies caused by oil embargos, 
et cetera. 


Such shortages would bring much more severe 
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adjustments, First, in terms of perspective; roughly 17 
or 18 percent of the nation's energy consumption is in the 
food system, 

Only three percent of this is on the farm itself, 
yet it is here at the farm level that we intend to focus 
our interest, 

Wesuse=energy on the farm basically in three 
areas; 

First, to replace human and animal labor in farm 
operations, 

Secondly, to increase food production per unit 
OL -andveneroyeinput, such as fertilizer. 

And third, to reduce the risk of failure or 
sooilage through such, 

You are going to look at energy impact on 
AGrECULCULe, | anaG Lt mignt arrect structure. At least at 
the farm level, it would involve one of these three 
vital operations, 

Let me start by talking about some areas where 
I do not see much future change. First, even with high 
energy prices we do not see human and animal labor 
substituting for energy in farm operations. 

There is not only a direct energy cost relation- 
ship here; we recognize in former times something like 


20 percent of our land base was devoted to feeding and 
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caring of these animals. We would see it, in a sense, — 


Maintaining it, 

In terms of use of nitrogen fertilizers, this 
is one of our biggest energy inputs and about one-half of 
eiemcoca  senergye1npuecernto corns production. 

We believe that natural gas availability and 
prices will be relatively favorable enough over the next two 
decades so that chemical nitrogen will remain economic to 
use as the major nitrogen source, 

By the time the crop is raised, there is a very 
strong incentive to be sure it does not spoil, and here 
again we see procedures such as grain drying not changing 
very much unless the alternatives have equally low risk. 

Such things like natural air drying are more 
costly today just on the basis of field losses, let alone 
the additional risk of spoilage, 

The question is frequently asked whether small 
farms are more energy efficient. This is one we can't give 
an answer on, 

Small farms tend to have high value crops, so 
our statistics on an aggregate level will tell us that 
small farms are more energy intensive than large farms. 

There are some areas where we do expect some 
Very serLOuUs tCugngswme ICe tr rste0ratiese would be in 
irrigation and in Prem location Orepreaicti Ons, 
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IP eapectrpasically, scien, half of the irrigation ne 


we see today will probably be eliminated in the next 15 to 
20 years. | 

What I am Saying is that a small number of 
farmers will face extreme adjustments as they watch the 
potential of income from their land and the value fall 
Sharply, 

In terms of shifts in location, we are now seeing 
a Situation, for example, in Kentucky where it is now economi 
to feed Kentucky corn to Kentucky calves rather than ship 
it to Texas feedlots, 

This is largely as a result of transportation 
cost increases, We expect this kind of shift to change 
the location of our agricultural activities and reduce 
the geographical concentration of specialized processing 
and growing activities. 

But this will be a gradual process over time-- 
muchmiless@abruptetnan the shiftts¥ineirrigatzon ls’ We alse 
tanks that ee of the energy changes on the farm will be 
dictated by the rest of the food system. 

Whatecocs Gielnathat addtrional l4—-1S percent 
of the system is really going to kick back onto the 
farm and determine the practices on the farm. 

In that sense, the dog will wag its tail. There 
are some special areas of policy concern. The first one 
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iomLand suse: 


OuUrADeSteaanad,spaneiculariys that-=that: has 
adequate rainfrall,.iseouramost productive land for each 
unit of energy we provide. 

We feel it is imperative to maintain for agriculture 
all the fertile land that is available having adequate rain- 
fall because marginal land substitution, bringing in 
irrigation, will become prohibitively expensive in energy 
terms, 

Another concern is the role of information. And 
I think it is our belief that systematically organized 
information will be the key to energy savings and will have 
Ghee Oud bU=iierelextoitity to; adjust to different crops, 
resources and regions, through such things as integrated 
pest management, 

My concern there is that the development of 
information systems, their benefits are often not capturable 
by the private sector and this reduces the private sector 
incentive to work in this area. 

Let me stop there. 

SECRETARY BERGLAND: Thank you very much, 

Doctor Doering. And our next is Mr. Lewis Norwood. 


STATEMENT OF LEWIS F. NORWOOD, NATIONAL ASSOCIATION OF 
RETAIL GROCERS OF THE UNITED STATES 


Thank you, Mr. Secretary, Mr. Penn. In reviewing 
the topic assigned--Agriculture and the Economy--it is very 
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easy for me to list problem areas that are of concern to 


my Organization--NARGUS, the National Association of Retail 
Grocers of the United States, 

Our 40,000 direct and affiliated owner/operators 
of retail food stores are concerned, they are very concerned, 
about the policies and procedures of the present Adminis- 
tration and the various Departments and Regulatory Groups 
of the Government, 

A few years back it was often stated that if 
food retailers had the right location they had the problem 
PEC emetic te omnOUmCE lee LOCaY swith athe rights location, 
the food retailer has many, many problems, many of which he 
naseno control over. 

Let me list a few: high taxes and interest rates 
that makes it difficult to finance new technology, such as 
scanning and computers, as well as remodeling their stores 
and equipping them with the types of equipment that can save 
energy as well as improve productivity. 

What has happened to that word "productivity"? 
Why aren't we getting more emphasis on that today? 
Government mandated increases in wages, social security, 
workmen compensation, plus numerous other regulations and 


red tape that add to the cost of doing business must be 


passed on to the consumer or taken from the retailer's | 


earnings. 
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The food retailer is especially concerned about 
wage and price controls and the possibility that another 
group of Government people will be telling them how to run 
their business. 

Next are Government subsidized competitors, such as 
the newly formed consumer cooperative bank, farmers markets, 
and military commissaries. 

All are looked upon as unfair competition for the 
locally owned and operated food store. Energy cost and 
its availability is also a great concern of the independent 
retailer. 

They have seen their costs rise dramatically until 
their utility expenses are now greater than their occupancy 
cost and they see no national leadership that gives them much 
encouragement for the future. 

Enough of the problem. Let's take a look at what 
can be done to resolve the conflicts and make a positive 
contribution to the better ag system we all want. 

First, there is a need for the leaders in the 
nation and especially those in administration, and that 
includes Agriculture, to define what is the purpose of the 
Gdrecultcural industry and especially what 1s the food segment's 
mission, 


IS) soecUecOViLoe 1000S) 1Or Larm workers? Is 1t to 


help those who own family farms to maintain a way of life? 
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26 
Is it to keep our adversaries in the world in line? 


Is it to educate consumers about better nutrition? 
Temlcteco Gliminatesa ler skseoteisl ness and, disease®. What 
is the mission of the Department of Agriculture? 

For a while we thought it was to provide an 
adequate supply of wholesome food as well as to American 
consumers at reasonable prices. 

If this today is our mission, I feel that our 
present system, if allowed to operate and to improve, can 
do the job and contribute to this mission, 

In fact, we now have some dramatic changes taking 
place in our industry with many of our members in the lead 
SOLey 

Some of these are: super-convenience stores for 
serving neighborhood food needs where customers can walk to 
the stores; limited assortment and warehouse food and other 
PN Omi rll. Ly Doms tL OLeSesLOTEpaS SaaiGuacOSs ct eSsavings sOMr elo 
consumers that want the most food and nutrition for the 
dollar spent, 

Also, we have stores featuring more generic brands, 
also offering savings. Developments in sacanning and 
computers will also provide savings at the checkout as well 
as contributing to a more efficient system. 

Wholesalers and other suppliers are making moves 


to control inventory and more closely relate customer wants 
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to products available on retail shelves and to consolidate 
loads and utilize trucks more efficiently. 

Yes, I believe the producers, manufacturers, 
distributors and other marketers can do their job, if the 
USDA and other Government groups, administrative and 
legislative, will provide the economic and regulatory 
Ciimate  LOr getting 'thiis Ob) done - 

Thank you, Mr. Secretary. 

SECRETARY BERGLAND: Thank you very much, 

Mr, Norwood. Now our last panelist is Dr. William Stephens. 
OTATEMENT OF WILLIAM PL STEPHENS, Ph.D, SECRETARY, NEW MEXICO 
DEPARTMENT OF AGRICULTURE ON BEHALF OF THE NATIONAL 
ASSOCIATION OF STATE DEPARTMENTS OF AGRICULTURE 

thank you, Mr. Secretary. © am William Stephens. 

I am the Secretary of Agriculture for the State of New Mexico, 
but I here today as President of the National Association 
of State Departments of Agriculture. 

We have submitted a formal paper, so this morning 
I would like to summarize our regulations. We recommend a 
review of all farm loan and direct payment programs in USDA 
to determine where loan and payment ceilings are needed. 

We further recommend amending the U. S. Tax Code 
to lessen the burden of estate gift, inheritance, and capital 
Gains ‘taxes on family farmers and ranchers. 

We oppose any Federal effort to regulate farm size 


or prohibit corporate farming, Economic and market forces, 
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28 
rather than Government, should determine the size and 


structure,of.farms and ranches. 

There are other steps that Government might take 
to help create a healthier economic environment favorable to 
the survival of the family farm system. 

The ‘most important step, in my opinion, is to 
bring inflation and high interest rates under control. We 
recommend that credit resources of the Farmers Home 
Administration, whose farmer programs have been declining as 
a percentage of FmHA's total loan portfolio. 

We recommend this be targeted on family farmers 
and ranchers, We also recommend prompt passage of the 
Farm Credit Act Amendments to Senate Bill 1465 and H.R. 4782. 

The Federal Government must continue to work 
aggressively toward a liberalized trade system and a reduction 
OfPtariti ancdsnonstaritietradeibarriers, 

The successful conclusion ofthe Tokyo Round of 
the Multilateral Trade Negotiations last year should be 
followed up with new efforts to expand opportunities for U. S. 
farm exports, 

Mr. Secretary, the Rural Transportation Advisory 
Task Force's final report identifies problems and recommends 
possible remedies that merit the prompt and careful consi- 
deration of Congress and the Administration. 


Farmers and ranchers must also be given access to the 
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22 
fuel they need, USDA must continue to work closely with the 


Federal Energy Regulatory Commission and the U. S. Department 


of Energy to assure that in the event of a future fuel 


shortage, agriculture is assigned an appropriate use priority. 


Agriculture must be accorded greater consideration 
in the Federal land use planning process, especially in the 
western states where the Federal Government controls vast 
tracts of land with water, grazing land and other resources 
essential to agriculture and where we have the intermingled 
ownership, 

Finally, the Federal Government must become more 
aware of the great diversity of American agriculture in 
Giatrerent parts Of our country and =allow ‘sufficient *tlexi-— 
bility to accommodate the special conditions and needs within 
different regions, 

On behalf of the National Association for State 
Departments of Agriculture, I thank you for this opportunity 
to present our views today. 

SECRETARY BERGLAND; Thank you very much, 

Mr, Stephens, Ladies and gentlemen, I want to thank you 
all for abbreviating your remarks and observing the time 
constraints, 

For those of you who are back in the audience and 
see this lady and gentleman up here, they are the enforcers. 


They have cards* that say the time remaining, and they are 
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flashed from time to time. ; 


When five minutes expire, they put up a sign that 
Says time is up. So you know what their function is. We 
Sresgoing wi thethissqrqunsmntiubl 10 s20¢ 

Dr. Penn and I have questions that we would like 
to direct to each of you. I have one each for openers to 
you, and then we will just make the rounds from there. 

Ms, Haas, what do you think is the proper 
Government role in providing consumers with a continuing 
Supply of high quality foods at the lowest possible cost? 

There has been a constant debate about where our 
role should be in all this--what do you think, keeping in 
mind now that the farmer gets one-third of the consumer 
dollar and two-thirds of the retail cost is incurred after 
it leaves the farm. 

MS. HAAS; That has always been our concern, that 
60-40, faclor sla thinkps chateitelSaasciversi fiedgrole .oon 
think that there are certain times that the Government has 
to be there le PERE Tullesupply. 

I think programs such as target prices and loan 
programs are an appropriate use of Government intervention. 
I think also assuring consumers of a safe food supply again 
are appropriate uses of strong government involvement in 
order to assure a wholesome food supply. 


The area that I have a question about is the area 
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of economic regulation, For example, milk marketing audit 


regulation--some regulations like reconstituted milk where 
consumers are paying higher than necessary food prices. 
That is the area that I believe we need to take 
a look at and to reevaluate in terms of inflation and the 
cost to the farmers and consumers. 
So to answer your question, I think it is a mixed 


role, I think it is one that has to be carefully examined 


every 10 years or so in the context of today's needs and 


the growth of technology, 

Certainly we would all like to see government, 
but sometimes the Government's role is very important, and 
I think it is in assuring that supply and assuring that 
food supply is safe. 

SECRETARY BERGLAND: Mr, Norwood has mentioned 
there are 40,000 enterprises engaged in the retailing of 
food across the United States, and you have raised concern 
about -- you didn't quite say monopolistic tendencies, 
but concentration, 

MS. HAAS; Yes, 

SECRETARY BERGLAND: We tend to think that the 
competitive forces in the marketplace will sort out many 
things that Can Only be sorted in the marketplace)” and 
there are instances in which, as we know, the efficiencies 


and economies of scale which larger chain structures have 
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enjoyed and, as a consequence, changed the whole scene in 


food retailing. 

I mean, the corner grocery store that my mother and 
dad used to patronize is long gone. Do you worry about 
this? 

MS. HAAS: I worry about this tremendously. And 
I think Lew Norwood knows that, too. 

SECRETARY BERGLAND: Why do you worry about that? 

MS. HAAS; It is question of access of food for 
consumers, particularly in the inner city and rural areas, 
too, where consumers are forced to pay more than they need 
to because they have to either take a bus and go to the 
suburbs or eee hee to go to that mom and pop store who 
doesn't have the diversity, doesn't have the generic 
brands. They are forced to pay more. 

I think this is a program of problems that is 
tremendously serious. The competition problem is one that 
is regional, 

We have thousands and thousands of supermarkets 
across the country, but in Washington, D. C., two chains 
control 63 percent of the market. 

There have been some significant studies, most 
importantly the one done for the Joint Economic Committee 
in 1977 that Said that the cost to the consumer in an 


overcharge because of this regional concentration is somewhere 
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around $662 million a year, 


Now that is where that problem is. It is not one 
that you can talk about as an aggregate across the whole 
United States; you have to pinpoint those cities where 
there has been an exodus of supermarkets and those regions 
where there is a concentrated market. 

SECRETARY BERGLAND: Do you think Government has 
aecolesto play-in’ this? 

MS. HAAS; Yes, Whether it is the Department of 
Agriculture, I am not so sure, I think this becomes, then, 
an anti-trust problem, but the Department of Agriculture 
has a role in analyzing policy and making recommendations. 

ESCS, for example, needs to commit more time to 
marketing and the problems of competition in food marketing 
and distribution, to make recommendations. 

Whether it has a role to set up new stores, I am 
not sure. But we have a tremendous research service here 
in the Department. They can do a lot of innovative research 
and alternatives on ways to bring food markets back into 
THeeLNnere City. 

SECRETARY BERGLAND: There has been parts of the 
city that have been abandoned for economic reasons. 

MS, HAAS: Right, 

SECRETARY BERGLAND: And you are suggesting 


somehow that Government has a role to play in trying to 
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34 
reestablish an outlet in those regions that cannot be 


serviced economically. 

MS. HAAS: Yes. There is a definite role. Again, 
tT am not so Sure it is the Department of Agriculture's role, 
but the Department of Agriculture's research service has 
a role in studying tax incentives, in studying land problems, 
in studying ways that can bring back the supermarkets to 
the inner city, of finding new ways of distributing food 
to the inner city mobile markets. 

Some of the ideas have begun, but they have not 
been expanded upon, and I think that is an appropriate role, 
to act aS a prod to raise the awareness, as you are doing 
about the structure of agriculture, about the structure of 
inner city food marketing would be an appropriate role 
because the Department serves as an integration and education 
Catalyst. 

I know CNI sponsored a conference, and since then 
we have seen several good experiments of a joint venture 
between a supermarket and community organization. 

But when you have that kind of situation, you have 
to give it encouragement and multiply it to other cities 
Liethe: cOuUnury so jceney = earn, lessens 7 toc. 

SECRETARY BERGLAND: Thank you very much. 


Ms. Townsend, I have great confidence in the market 


economy. 
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35 
I have traveled in many parts of the world, and 


I have been in socialist countries where decisions are all 
made by the state, and generally our system, while it has 
its weaknesses and faults, is much more responsive and much 
more lively and, in my judgment, much more effective. 

It is my personal belief that the market economy 
can best be served by providing information to buyers and 
sellers so they can join in the marketplace and agree on a 
price in terms” of conditions. 

You have to have a willing buyer in order to have 
a Willing seller. So we have very carefully but very 
consciously redirected the efforts of USDA to become 
interested and acquainted with and helpful to the 230 million 
consumers in the United States who buy what you and your 
colleagues produce and sell. 

The question then is, what is the proper role. 
You have criticized the Department's mission in providing 
guidance in the area of nutrition. 

We have 47 million persons served by programs 
financed in part by the Department of Agriculture. What do 
Otc ii Lomo ULL oes 

We know there is a connection between how we 
feel and what we eat, and we know there is a lot of food 
wasted in schools, and we know that food stamp buyers 


oftentimes waste their precious dollar. 
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Do you think -- what do you think is the proper 36 


Government role in providing consumers with information? Do 
you think it should just be "buyer beware"? 

MS. TOWNSEND: I think the proper Government role 
is to provide, as nearly as they are able, scientific 
unbiased fact. 

I do not believe that only one side of the story 
should be told, and I think this is the picture that we 
perceive is coming across to us as producers. 

As mothers and community leaders, the CowBelles 
certainly would advocate a prudent diet, and we would be 
among the first to say that research should be done to 
help provide the American public with information that would 
help them choose a prudent diet, 

But the message we are getting in the USDA 
publications is what we feel is only one side of the story, 
and we figure both sides of the story should be told. 

SECRETARY BERGLAND; You doubt that information 
is scientifically based? 

MS. TOWNSEND: I doubt that the whole picture is 
beéingetol dy com ther consumer, 

SECRETARY BERGLAND: One of the frustrations which 
I have endured -- and I have been in this business a 
Tong tLe aC Cees Ss) Obeverva long. bute 1 have, been. in 


and around the business for almost 30 years. 
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My belief is that mostly Government food policy- 


making is a collection of patchwork. A problem arises and 
Congress moves to passmastiawy, patch i tmup. 

And I am suggesting that is not good enough. But 
we do indeed need to know where we are headed and that 
instead of the Government being in the business of pedaling, 
we ought to be in the business of educating. 

I certainly agree with your assessment on the 
“need for sounder scientific evidence. That is clearly what 
Poeackindein mManyaor Curepolicies einetacts 

And, for budgetary reasons and others reasons, 
the agricultural research budget has been declining. I am 
MoOtepULtIngwn a plug) LOrelt  leanvsimply Suggestinge that 
youlare on ‘chest ght track. 

Where do you think and what do you think we should 
do with what we have learned once we find out precisely the 
truth about cholesterol -- and I happen to be on a diet: 
my doctor has told me what to do and I am not challenging 
my doctor's assumption, but what do you think we should 
do about this whole business of providing consumers with 
information, keeping in mind there are perhaps 50 million 
people in the United States who cannot apLondet On vavesd 
medical examination? 

MS S*TOWNSEND®. Trav is’ rijoht.- 1 do»not feel that 


we should be making dietary recommendations for the U. S. 
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population as a whole as pertains to controversial issues 38 


such as total saturated fat and cholesterol consumption. 

I think if these things are made in the context, 
the other side of the story needs to be told. I would refer 
not only to the publications that are put out, but once the 
publications are out, then we have regulations that are 
used to enact these publications, their suggestions. 

And I am referring here to the different programs, 
such as the child day care programs, the implementation 
of the school lunch programs, and it seems at this point 
there is a bias for this theory that we feel is unproven 
and we feel it is controversial enough:when something is 
repeated often enough, the public begins to accept it. 

For instance, we find no beef on the Whip Program, 
and in examining their drafts, I was told that was because 
it was too expensive. 

But when you look at the cost of cheese, why 
beef is very competitive with that, and I'think because the 
Whip Program is basically aimed at a nutritional deficiency 
in the diet of the people it is trying to serve, then the 
nutritional value should be looked at and cheddar cheese, 
which is quite often used as a main dish substitute, is 
higher in fatethane lean shamburger. 

oem Lee Lowers Neprocein. »1t 1s. lower in 
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39 
and iron is one of the biggest problems on a wide scale 


of nutritional level today in our nation and meat is one 
of the best sources of iron -- we fail to follow the 
reasoning of the Department. 

SUCRE TAR DERGHANDi Ol Gam notngqoingatoethimeato 
explain gitepecausen donit tunderstandmitleither pibun . 
think it underscores your basic point that these matters 
are sometimes hot at because there is doubt that they are 
scientifically based. Ms. Haas. 

MS: VHAAS (Cant Havema 30-second’-- “what you 
just brought. up. Economic considerations up tonow with the 
considerations in the purchasing, what you showed is if 
you bring in the health consideration -- you might have 
to -- one thing--the Department didn't act just slightly; 
instead, there has been a long line of scientific consensus, 
as demonstrated by the Surgeon General's Report and the 
American cociretye tor clinicalyNutritiron: 

Anceormust Demver fcleariy estated tiat tie 
Bepantmentsd: di 'tesayeareless Deetiet talked abouts too 
much fat in the diet, and I think that is where there is 
eelourof mistnderstanding, ana that 1s where we need to go 
into increasing awareness, 

SECRETARY BERGLAND: I really didn't want to bring 
im iany veditcorial *commentary here. 


MR. NORWOOD: I want to know what the rules are 
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because I need about 15 minutes. ee 
SECRETARY BERGLAND: Fine. We will move on to 

Dr. Doering. “And ‘this™ista fascinating subject’). but it’ is 

something we clearly need to get a grasp on, and I am being 

chased hard by some persons who don't think Government has 

any business getting into the question of nutritional values. 
And we think it does, but it is a matter then of 


So-ngeet ti neciempLOper Way sasliGes DOcring wwhat, domyou 


think is likely to happen and what do you think Government 


should do about the impact of the rising fuel costs on the 
processing and transportation of perishables? 

There are persons who told me they doubt very 
much that 2they tcan fanerordiico itransport fresh) vegetables 
PrOnmeCalt corn vast ONewny Orkhen (DOnyou tthinky thats: true sand, 
itso, what do yourthini wil lthappen) om whateshould be 
done? 

MR IDOE RING) Tamenct. sure gchet -Governemnitecan 
ml aymea Evouer Pedomewof ithe ttid ngs#youy referred gto, yfor 
example, the transportation of lettuce ErOtmGe! weEOsnia, 
where most of our lettuce is grown, the energy cost is 
cerry ehighy, 

we used to be able to ship some of these by 
rail and, of)course,| with the recent truck.strike the 
rail system was able to get some of this back. 


Recognizing back in the 1920's the rail service 
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41 
in this country could guarantee 3-1/2 to four days delivery 


of iced lettuce from California to New York. 

You are now talking, the industry tells me, of 
a period from 10-day minimum to possibly three weeks, if 
the car gets lost, and iced lettuce doesn't look like much 
after three weeks. 

SO, DEthiniks "part sor the “thingies weeare ‘going toa 
see some readjustments in the way we can transport these 
commodities, 

I think the rail system, hopefully, will be able 
to compete with the trucks in terms of this needy transport, 
and on an energy basis we can go the rail route. 

I am not sure this is something the Government 
can mandate. And if Government does try to mandate it, then 
we might end up transporting perishables which maybe should 
drop out of the New York market. 

I think we are going to see more regional growing 
of the fresh vegetables. Our problem here is a land use 
problem, and you know as well as I do the truck farms in 
Suffold County and the New Jersey tomato is extinct, the 
Indiana tomato is almost extinct, and we are talking about 
Mexican and California tomatoes taking -- 

I think my bias is I would like to see different 
energy intensive transportation SVetemsecignt 1t out ror 


that business, and I think we would come to an adjustment in 
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42 
time. 


SECRETARY BERGLAND: I think that is precisely 
what will happen in time, too. The question is, what does 
it all mean finally? 

If New York has to drop out of the lettuce market, 
something is going to take its place, my guess is. Then 
EVeCROMeSCLONM is, Wiateis Our role "lil aqite this Symmitte any eels 
this something we leave strictly to the marketplace? 

DR. DOERING: I think when you are talking about 
the substitution of food commodities,then you are talking 
about a situation where one commodity becomes much more 
expenSive because of the transportation differential. 

One alternative you might suggest is that the 
Government should subsidize this transportation differential. 
I think that would be a mistake. I do think we have some 
viable substitutes. 

We may see a variety of fresh produce available 
in the New York and Washington market go down, but I think 
that is part of the energy dilemma cost we are just going 
to have to pay. 

T don't see a role in keeping these things in 
the market. 

SECRETARY BERGLAND: Do you think if the Washingtonr 
New York market goes down, production of those vegetables 
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43 
DR. DOERING: Probably not very much because of 


sunk ilandicost, in’ terms: of bringing this win. But what I 
think you will see is more canned food on the shelves. 

We will see some balance in the frozen food. -The 
energy cost of keeping food frozen is a very high proportion 
Sim CiremCOS tO tat Stood, 

I think we are going to see kinds of processing, 
such as the little plastic packets, the pouches. We will 
‘see things like this come in basically to replace some 
of the fresh food. 

SECRETARY BERGLAND: One last question: On the 
irrigation matter, yours is a very gloomy report. What do 
MOUmtUINKeWwessioulagedomaboucethat, 1£ anything? 

You are predicting half of the irrigation systems 
will go out of business, 

DR, DOERING: And you have got some areas like 
the Texas high plains where possibly something like 80 or 
S0mpercent will go off, and i am sure you will be under 
tremendous pressure from those farmers. 

SECRETARY BERGLAND: We already are. 

DR. DOERING: I know you are, and certainly when 
your Deputy Secretary, Mr, White, recognizes this as well 
very strongly. 

SECRETARY BERGLAND;: What do you think we should 


do abousaic? 
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44 
DR. DOERING: Let me tell you first what you 


Should not do. I think you should not subsidize the price 
Oe energy. toreirrigation., we urthink thiseshould not be done. 

I think you are going to be in a position where 
youare going to have to give some kind of individual relief 
to these farmers, 

I don't know what form this should take. I would 
prefer, in terms of public programs, to give relief'.to those 
farmers impacted rather than see total energy prices =_ 
allow them to continue this. 

SECRETARY BERGLAND: Do you think a new program 
should be designed to help them out of the trap they are 
in and get into something else? 

DR. DOERING: You have a choice. 

SECRETARY BERGLAND: For example, we know it 
now costs one dollar a bushel more to grow corn in West 
Ta xwacmcicnesteoOScShinm@s tinoiceancdathat disparity is 
widening, 

Dee DOBRLNG¢ ew Date lceciont. 

SECRETARY BERGLAND: We do see how they are going 
to make it out there, especially when the water table is 
dropping every year, What do you think Government should 
do about this? 

DR. DOERING; You know as well as I do it would 


be impossible to adopt a multi or regional cost production 
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figure to give people a different target or loan rates. 

And I am not recommending this because if you 
do it for Texas, you have to do it somewhere else. Your 
only alternative would be to help them get out to some 
Sx7Cent, Orsconvent. 

SECRETARY BERGLAND: About 10 percent of our crop 
land that is irrigated produces about a fourth of our food, 
most fo which is fruits and vegetables. 

DiaOLREN G saan y Olga ghrewvalue crops iwi bila 10] aeLO 
some extent, where you are first going to impact, like some 
of your areas in the Texas high plains which are growing 
wheat--some with mylo, a lot with corn. 

High value crops will hold or consumers will not 
pay the extra prices for those. 

SECRETARY BERGLAND: Mr. Norwood, I presume a 
big chunk of the food business is taken up by the rising 
cost of energy you have referred to. 

It is our belief that energy prices should be 
acrived atvlvinea competitive market. “That means ‘that there 
PomiOUP Ke LV tOybesmuch DLices redquction, at least not 
soon, 

What are the implications of this in your business 
and what can be done, if anything, by Government? And I 
am not talking about private business judgments; I am talking 


Shout LoOuUpenole. 
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MR. NORWOOD: Well, when you talk about the 


Government's role, I think the one thing that we are looking 


for from Government right now is to come up with some 
additional sources of energy. 

We would also like some Government support in 
terms of acting as a catalyst, in terms of how can we do 
our job more efficiently. 

A mention here was made of the pouches. We see 
this as a tremendous opportunity to achieve that objective 
you talk about of getting food at the reduced price or at 
a price that is acceptable to consumers. 

We see this opportunity. However, we also see 
an opportunity for the industry to do something about this 
interms of equipment and construction. 

Already we see there is adjustment being made 
in the frozen food department in the type of equipment that 
is being used. 

They are changing the equipment. We also see in 
the area of servicing stores some changes taking place 
there. 

Meru sis teciguirw. mecretaryy Vaty this pointyingtime 
if we can keep the consumer groups and some of the 
Government groups out of the deal, we see the opportunity 


for the marketing system working more efficiently than 


ever before in terms of the consumers want being transferred 
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47 
efficiently through the system to the producers. 


We see that opportunity. 

SECRETARY BERGLAND: You made mention of some 
Ore nescocucr) Ceelabe linge cictetSegOLne On, #ane sethinkathat, 
too, is an interesting new development, particularly for 
those who cannot afford some of the well-advertised brands 
and the convenience that goes on in many stores. 

We have had truck gardeners from this locale 
MiSitameveeln a.couple of sourenearings, we hadslocalstruck 
gardeners complaining about the fact that they couldn't 
penetrate a local retail establishment and find an outlet 
for their produce, 

Is that a commonplace problem, do you think, or 
GOoeyOU,redards1 teas eaeproplem? 

MR. NORWOOD; This has long been a problem. And 
enesotutne bigeproplems of scourse p01 S #thateyoushavena 
small truck gardener; he could not provide enough, and he 
cannot provide enough of a certain standardized quality. 

However, there are still independents that would 
welcome truck gardeners to come in and talk to them because 
they are able to merchandise these things on a store by 
store basis and do a tremendously effective job in serving 
thei riclientete., 

SECRETARY BERGLAND: Is it quality control 


primarily? 
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43 
SECRETARY BERGLAND: It is both quality control 


and the ability to provide the amount of quantity of products 
that certain groups need. 

In other words, they cannot go from store to 
Store because of their advertising merchandising policies. 

SECRETARY BERGLAND: Do you think it would be 
appropriate for the Government to explore the feasibility 
of helping these truck gardeners as an industry to form 
the necessary economic capacity to satisfy that demand? 

Mee NORWOOD mere re they erticiently do it. If 
Theve Cannicewem uorerr ysdorut, Sawouldusay noyashtrr athe yr 
resources and talents into some other areas. 

SECRETARY BERGLAND: Efficiency--that is a term 
only John Penn and two or three others understand. 

MR. NORWOOD: John Penn will understand what I 
am talking about, so they can get an efficient return on 
their investment, 

If they cannot get an efficient return on the 
resources they are putting into it without Government 
SOnl NGmiDew. Coe SOMe SOM OLudeUiELCe.S truckurcetOrathem, 
then I would say, let's put the resource somewhere else. 

SECRETARY BERGLAND: Dr. Doering has talked about 
the rising cost of energy and what it does to perishables. 


What do you think that wili.do to the efficiency of.local 


proacucers 2 
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49 
MR. NORWOOD: It is going to increase the efficiency 


of some and decrease the efficiency of others. There are 
going to be people going out of the business because of the 
competitive disadvantage they will have. 

SECRETARY BERGLAND: Finally, to you, Mr. Norwood, 
you made reference to Government creating an appropriate 
climate. What precisely do you think is the biggest 
Drop Lem: 

MR. NORWOOD: The biggest problem is get the 
regulators off their back. 

SECRETARY BERGLAND: What kind of regulators? 

MR. NORWOOD: I am talking about AO Tees c 
that come into the store and try to tell them how to run 


their stores more effectively. 


The one thing they are most concerned about right 
now, ©ecretary Bergland, is wage and price controls because 
they go out and try to control individual prices and retail 
food stores do not control individual prices. 

SECRETARY BERGLAND: We agree: wage anceoLice 
controls are an unmitigated disaster. They have been tried 
and don't work except in wartime where you have rationing 
and all the other Gisciplines in place. 

We are completely convinced that wage and poLce 


controls would be a disaster because you have to have 
rationing. 
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50 
MR. NORWOOD: Can I make book that we won't have 


sn Be 

SECRETARY BERGLAND: Yes, sir, you can. The 
marketplace does the rationing. The marketplace does the 
rationing, and if you don't let price do the allocating, 
you have got to have coupons, and I don't think anybody is 
Segeleye vite be “late gee 

Now it is not recommended by anybody in authority 
and it won't happen. But aside from that, what is the 
next problem? 

MR. NORWOOD: I would say the next problem is 
this whole area of trying to establish that retailers do 
business in certain areas. 

There is a need for them to go into the inner 
city, and when they get into the inner city they have to 
charge higher prices. 

I have a feeling there is going to be some force 
kind of to push people in the inner city to provide lower 
priced operations. 

No need for that. Sure the people in inner cities 
pay more, but why? Because it costs more to serve people 
in inner Cities.) ihe} costs are greater there. 

So why don't we just recognize the fact that 
(eres cotner cOscostemolewin ai anner city. I~ assume’ it is 
also going to cost’ -- in some very rural areas, going to 
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cost more to operate. 


For example, in an inner city, one of our own 
USDA studies found out that the disappearance or shrinkage 
tCiat you, can't account for was five times what it was in 
more rural areas, which adds to the cost of business. 

SECRETARY BERGLAND; We can keep this up all 
morning, but we have to move on to Mr. Stephens. You have 
said we should provide tax relief, particularly in genera- 
tional transfer, estate taxes, and the like, to family 
farmers and ranchers, 

How would you define the term "family farmers and 
manchners 2 

DR, STEPHENS: I suppose any individual you asked 
would give a different definition of what this was. But, 
for example, I think in my more detailed paper I indicate 
that in the northeast -- a 100-acre vegetable farm in the 
Northeast might be comparable to a 100-section ranch in 
Southern New Mexico. 

So when it comes to what is a family farm, it 
would depend upon the section of the country, but it would 
be different in different places. 

SECRETARY BERGLAND: Do you think there is a 
common definition that can be used to provide the guidance 
universally across the tse Ouro anniOtedO eat aby 


acreage, I think that is agreed. 
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use the net income...) Of course, we got into this on the 
160-acre limitation: what is a logical acreage. 

It is very, difficult to get a handle on. 

SECRETARY BERGLAND: You made reference to 
Government credit. We are looking at this carefully. The 
Farmers Home Administration is a lender of last resort. 
We generally lend money to people who cannot get credit 
elsewhere and they have to otherwise qualify. 

Now we have the practical political dilemma of 
which I am asking for an opinion. There is nothing wrong 
with the price of pork that a 10 percent reduction in the 
swine herd won't cure, and that is the only cure. 

We are now getting calls from pork producers who 
are in big money trouble. They are probably not going to 
make it, 

QUESTION: Should Government make them a loan 
to stay in business when we know what needs to be done? 

Dew eee Eio en aln ye aciink, thiss hase been 
addressed, but it always becomes a question, how long do 
you keep an individual, whether he is farmer, whatever, 
in business by subsidies or let the economical forces 
take place and move the resources they belong with. 

L don st know, the cure, the hog, producer out 


there, and for one reason or another, you have gone into 
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Certainly he would like to have some relief, 
but in the final analysis I think we are going to have to 
let the resources allocate who goes where and were it a 
hog producer, a livestock producer, we do know these things 
come and go and we do have fluctuation in prices. I would 
Say basically it is better to let the resources allocate. 

SECRETARY BERGLAND: In other words, we should 
not make them alone? 

DOL oP ENo mee Win Loss! GLisLCult asm luesaya, 
to make a general across-the-board sort of statement on 
not to make a loan, 

SERCRETARY BERGLAND: Maybe I should put it in 
a more general way, in a more academic setting. Do you 
think generally credit should-be an instrument of overall 
Government policymaking or should it be perceived with 
the entitlement concept that if you are somehow driven to 
the corner, you are entitled to..Government credit? 

DR, STEPHENS: Well, in the countryside now, 
at beastawheres! am coming from,.credit is;extremely 
dt Cll tecGmConlecsDy + 

SECRETARY BERGLAND: It is expensive. 

DR. STEPHENS: It is expensive in some instances 
like the Farmers Home Loan for the gasoline plant. They 


are not even interested in loaning money on a guaranteed 
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pasis here. 


But I think there is some responsibility here 
for Government because you can't get away from it. Whether 
youwant to or not, the Federal Government is involved in 
credit, in financing. Their actions do impact -- the 
Feds action impacts across the board. 

SECRETARY BERGLAND: Dr. Penn. 

DR. PENN: Since we are about out of time, I 
only have a couple of quick questions. The first is to 
Ms, Haas, ~. 

In your statement, Ellen, you noted it was 
impossible for all of the policy concerns related to the 
total food system to be adequately treated in the presently 
structured Department of Agriculture, and you suggested 
some new institutional framework might be appropriate. 

What kind of institutional framework did you 
have in mind? 

MS, HAAS: I think, as I stated in my statement, 
a reorganized Department of Food and Agriculture where 
there would be a clearly defined mission that would 
really respond to all those parts of the food system so 
that we could deal with our nutrition policy questions, 
our food policy questions, and our agricultural policy 
questions integrated in one system. 


I think Connie Townsend and I and commodity 
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groups and consumer groups and food retailers and food 
producers and the food processors would then have a total 
food system approach where our questions could be resolved 
in the context of the Department of Food and Agriculture 
and would not have to be fanned out in the fires of 
political outside manipulation. 

I think then you would be able to resolve all 
Our questions in a much more comprehensive way and one 
that was responsive to today's consumer issues and 
nutrition issues, 

They are the stepchild of farming, and when they 
are brought up -- the concern is everyone feels threatened. 
I think if we clarify that mission and what it really has 
become in the 1980's, a Department of Food and Agriculture, 
we would have more understanding and cooperation and more 
progress, 

DAS PENN :) Thankivyou..2ihe "other question’ is 
for Mr. Stephens, In your statement, you said you 
recommend a review of all the farm loan and direct payment 
programs in USDA to determine where loan and payment 
ceilings are needed, 

How do you determine where loan and payment 
ceilings are needed? How do you establish criteria by 
which to determine what a limit ought to be? 


DR ye olEPHENS:) =Again, that» is’ a difficult thing 
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to put a figure on: how high a loan or how much loan you 
snould have. 

I think the point we are trying to make here is 
Eater Lets tooahtagn ~=eandehaedonst know. what "too high” 
is, it would encourage, perhaps, a corporate pipe 
agriculture, 

So I don't know what the limit would be, just 
what I was encouraging; an examination; take a look and 
see; is it encouraging the type of American agriculture 
we want. 

DR, PENN; Your big problem, you know, is 
finding agreement, 

Digiicol oo nuNcwama Agree. 

DR. PENN; I don't have any other questions, 
but I might note, -- 

SECRETARY BERGLAND: Five minutes time. 

DR. PENN: -- that Ellen Haas said, if you 
noticed, there is a lot of other economic research that 
ought to be done, and that is mainly a budget problem, 
you know, 

(Laughter) 

MGW HAAS. “Are vou giving hints for us to 
lobby seforethe, research budget? 

DRAB ON Nee a iat tS eall ol nave. 


SECRETARY BERGLAND: I have one last question, 
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Dr. Stephens, there is a great deal of controversy about 
Federal land management authority and policy or the lack 
thereof in the West. 

Legislatures are engaged in what they call a 
"sagebrush rebellion" and there seems to be a lot of 
criticism of Federal policy on land management in the 
Wee CeYies taces® 

What do you think should be done about this? 

DR, STEPHENS: Mr. Secretary, there is consi- 
Gerable concern in the West. As you know, our own state 
passed a bill and the Governor signed it. 

I think what brought this on was the attitude 
of the Government agencies in the management of these 
lands, 

We have the intermingled state and private and 
Federal land, What was happening there, particularly 
with the Bureau of Land Management, they were coming in 
and making decisions to manage the Federal lands. 

And by doing this, they were forcing the rancher 
primarily or whoever was on the land to manage the state 
and private lands in the same way. 

One of the things -- and I think we have tutned 
this around to a degree -- is to get the involvement 
of the land manager, whether it is a rancher or a state 


land commissioner, to involve them in the decision-making 
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process. 

And the new amendments to one of these laws did 
help in that respect. It requires they be involved. We 
have not, in my opinion, experienced the degree of problems 
with the Forest Service as we have, Say, with the Bureau of 
Land Management. 

I think there has been involvement at that level, 
but I think the real problem was the lack of bringing along 
the land commissioners and your ranchers who were managing 
those lands into the decision-making process. 

SECRETARY BERGLAND: Very good. Time has just 
about expired. Do any of you have anything you would like 
to say before we dismiss this group? 

If not, ladies and gentlemen, I want to thank you 
very much for your constructive and courageous statements. 

DR, SlEeHENS: Selhank you, Mn, Secretary. 

MS. HAAS. | Tnank you. 

(Applause) 

SECRETARY BERGLAND: Our next panel is addressing 
the question of Agricultural Labor, and it is composed of 
Dr, William Splinter, who represents the American Society 
of Agricultural Engineers; Dr, James Holt, Consulting 
Agreculcucal sConcititse tynere in Washington, D. .C., 

Mr. Tom Jones, who represents the National Association of 


Farm Worker Organizations; Mr. Perry Ellsworth, the National 
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Council of Agricultural Employers. ee 


If it suits you, we will proceed with the panel 
aS your names appear on the register, and we will start 
Crhewith Dit .sobincem 


STATEMENT OF WILLIAM SPLINTER, AMERICAN SOCIETY OF 
AGRICULTURAL ENGINEERS 


Mr. Secretary, my name is William Splinter. I am 
immediate past president of the American Society of 
Agricultural Engineers, 

We are a society of approximately 8,000 members 
primarily concerned with the design and development of 
agricultural machines, irrigation and drainage systems, soil 
conservation systems, animal housing units and food pro- 
cessing systems. 

I have read the transcript of the 10 hearings which 
you have conducted throughout the country last November and 
December, 

We commend you for taking this time from the 
tremendous pressures of your office to listen to represen- 
tatives from nearly all facets of the food production system. 

We’ sincerely appreciate this opportunity to bring td 
your attention several dimensions of this very complex area 


of good production which do not appear to have been covered 


in materials presented to you. 
We are particularly concerned with the testimony 


of people like the gentleman from the Colorado Migrant Counci 
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60 
at the Denver meeting who expressed the view that mechani- 


zation topped the list of factors victimizing migrant 
workers, 

Mr. Secretary, I was raised on an irrigated farm 
in western Nebraska and sugar beets and potatoes were among 
the crops we raised, 

I have worked directly in the sugar beet and 
potato fields and I have worked and gone to school with 
migrant workers, 

There is another side to this issue of migrant 
workers and farm labor, 

First, having to think sugar beets with a short- 
handled hoe, bent from the waist, under the hot sun for days 
on end is no fun. 

Having to top sugar beets with a knife, again 
bent from the waist, is drudgery. Having to pick almost 
any begetable crop plus field crops like cotton or tobacco 
is demeaning drudgery, 

The pay for this numbing physical work is meager. 
Given any opportunity to do so, people who must start at 

this lowesterung, Or tne sociall ladder wiligelects fom gobs 
which are less physically demanding and dehumanizing. 

A second serious consequence of migrant labor 
is the built-in social trap for those involved, To 


respond to the critical time constraints of the harvest, 
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61 
both parents and most of the older children must work in 


the harvest. This creates a very serious impediment to the 
attainment of any educational skills, thereby constraining 
the children of migrant workers to the low job skill market. 

Thus we develop and perpetuate a peasant class 
to which any thinking man is opposed. We appreciate the 
concerns of those workers whose livelihood derives from 
harbest labor. 

This is among the most unstable of job opportunitie 
with the fluctuations in weather and the marketplace keeping 
these positions in continuous jeopardy. 

We are concerned with the physical stress to which 
they are subjected and the unnatural and undignified work 
posture they must assume. 

We are concerned with the living conditions they 
must endure in migrant labor shacks. Our solution to this 
problem is to build stability into the food production system 
and to devise mechanical aids to alleviate the need for a 
transient population and backbreaking work, 

We do this through mechanization, Contrary to 
expressed opinion, mechanization leads rather than forces 
the movement of migrant workers into a more stable economy. 


Any mechanical harvester must be manufactured and 


the machine must exist before field labor can be replaced. 


A mechanical harvester can be manufactured year around. 
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Steel and manufactured components must precede che 
construction of a machine. This production is year around. 
Coal and ore must be mined for the steel. Thus, any new 
harvester creates a demand for year round employment in 
many categories. 

Manufacturing wages have historically been two 
times agricultural wages. Therefore, as farm workers move 
to become welders, truck drivers, machine assemblers, et 
cetera, they achieve job stability, better working con- 
ditions, and a better economic return, 

Now, what of those who arenot needed in the 
factories making harvesters? First, any Single development 
is not the end of development, 

We did not stop at McCormick's reaper. Secondly, 
there are the many consumer and industrial products that have 
been developed and are continuing to be developed for which 
laborers are needed, 

This is the base for our industrial economy. 

Third and more importantly, we have the large number of 
professionals--doctors, lawyers, businessmen, engineers, 
atheletes and artists who have moved from farms to become 
Hrgolyeproduccive conurtbutors to qur society. 

Let us address a second xerious error in perception 
of the role of public service research in mechanization-- 


that the large manufacturers are the primary recipients of th 
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63 
benefits from this research. 


Does Deere and Company manufacture carrot harves- 
ters? Does International Harvester manufacture peach har- 
vesters? No. Small independent companies are the primary 
manufacturers of the specialized fruit and vegetable harvestin 
equipment and they are most often local companies. 

These small companies do not have the engineering 
or financial resources to develop this complex harvesting 
equipment, 

More importantly, they do not have biological 
scientists to assist in the seine of varieties and 
cultural practices critical to the development of these 
machines, 

These machines must be developed only through public 
research, The question then is, who benefits most from 
public research on mechanization? 

The answer has to be the public in general. Only 
mechanization keeps the cost of food to the consumer down. 
Preweevparces5., UUsperenoutr ecOrenand, Labor toeshuck corm, it 
would cost 50 cents per bushel just to harvest. 

Only mechanization serves the social need for 
stability in the food production system through the develop- 
ment of industrial jobs which provide year around employment 
and higher paying jobs, 

fr, Secretary, we appreciate your allowing us the 
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opportunity to bring these critical issues to your attention. 
SECRETARY BERGLAND: Thank you very much. Now 
fam Holt. 


STATEMENT OF DR. JAMES S. HOLT, CONSULTING AGRICULTURAL 
ECONOMIST 


Mr. Secretary, it is a privilege to be here today 
to address the farm labor problems that are emerging. This 
has been one of the lesser noted, but one of the most funda- 
mental changes that has taken place in American agriculture 
in the current century, 

In this century there have been three distinct 
phases in the use of labor, especially hired labor, in 
agriculture, 

At the turn of the century the labor input in 
agriculture was still expanding with the geographical growth 
Oretne agricultural industry. 

During the period of rapid industrialization and 
technological change that continued into the 1960's, the 
labor input in agriculture declined drastically. 

In the last third of the century, hired employment 
has stopped declining and in some areas has increased. 
Hired employment has increased relative to operator employ- 
ment, 

The agricultural ladder from hired-hand to tenant 
to farm owner is gone, if indeed it ever existed. In its 
place an agricultural working class has emerged, which is 
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fultilling Mmorevofetherbabvorertnction in “agriculture “as 


Operators become more specialized in management. 

The self-awareness and self-assertiveness of the 
agriculture working class has blossomed. The prospects are 
for a continuation of these trends, including an increase 
in the relative importance of hired labor in agriculture. 

In the emerging farm labor environment, Federal 
policy, including USADA policy, towards farmworkers and farm 
employers, has the opportunity to create a contentious or 
cooperative farm labor market environment. 

Decisions made now could have an impact on the 
agricultural industry and workforce and agricultural labor- 
management relations for decades to come. 

Farmworkers as an occupational category have 
demonstrably serious economic problems. Man of them earn 
low incomes and have short, uncertain job tenure. 

They have ranked second only to domestic household 
workers at the bottom of the occupational income distribution 
for many years and are well below the median earnings for the 
labor force as a whole. 

Although there is little documentation, some 
farmworkers appear to be subject to occupational health and 
safety hazards, physically and psychologically difficult 
working conditions and exploitation by employers and/or 


third parties, 
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66 
The migrant portion of the workforce, while rela- 


tively small, is subject to additional occupational and 
nonoccupational hazards as a result of the migratory 
experience, 

At the same time, many farmers believe that they 
have labor problems that are imperiling their ability to 
farm and to maintain a competitive price position in domestic 
and world markets. 

Their concerns coalesce chiefly around uncertainty 
of labor supply, particularly for seasonal workers, and 
heavy dependence on illegal aliens in some parts of the 
country, 

Farm employers are concerned that economic progress 
changes in society's attitudes toward agriculture, and 
income maintenance and social insurance programs are resultin 
in disincentives to labor force participation among potential 
farmworkers, 

They view some current farm labor regulations and 
legislation RVI RENE and/or counterproductive. They are 
concerned about problems of labor supervision, control and 
worker productivity. 

Is there justification for USDA involvement in 
these problems? It seems clear that USDA has a legitimate 
interest in and concern about farmworkers both from a human 


resource and an agricultural production perspective: 
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One: About 2.7 million hired workers earn some or 


all of their household income from hired farm work, as do 


approximately 3 million farm operators and working family 
members, 

Among both farmworkers and operators, some are 
totally dependent on their agricultural earnings while for 
others, agricultural earnings supplement other sources of 
income. 

While USDA is concerned about all who are dependent 
on agriculture, from producer to domestic consumer to 
international consumer, it has always felt a special respon- 
Sibility to those who actually carry out production and whose 
welfare is directly dependent on farming. 

Secondly, labor is an essential input in agricul- 
tural production, just as land, fertilizer, machinery, feed, 
et cetera, | 

In 1978, farmers spent an estimated $7.7 billion 
on hired labor, more than one in every 12 dollars spent on | 
production costs, including depreciation of capital. | 

USDA has a legitimate concern and responsibility 
for the availability, cost, productivity and markets through | 
which the labor input moves, just as it does for other 
essential farm inputs, 

Federal farm labor policy is likely to be disruptive 
rather than constructive, unless some basic goals for farm | 
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68 
labor policy are adopted. 


I would suggest that these goals should be: 

First, an agricultural working class as nearly 
equivalent to the social and economic norms of the labor 
force generally as is practical to achieve, and secondly, 
the maintenance and effective utilization of a supply of 
labor adequate to meet the needs of the U. S. agricultural 
industry to the maximum extent consistent with the preceding 
goal, 

This statement of goals recognizes potential 
conflicts among interest groups. It adopts explicitly a 
basic tenet of social justice that no group's welfare should 
require the maintenance of an economically disadvantaged 
sector of society, 

Policy with respect to farmworkers and farm 
employers must be based on the recognition that the long 
run best interests of both groups and that of the nation are 
served by a healthy, productive agricultural industry, which 
includes adequate incomes and humane treatment for all 
participants, 

Past policies to deal with the dual problems of low 
income among agricultural workers and uncertainty of labor 
supply have had four general thrusts: 

First, aiding the transition of displaced and 


current farmworkers out of the unskilled labor pool into 
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more remunerative and stable employment; second, protectin? 


and aiding those remaining employed in agriculture through 
legislation, regulation and direct services; third, reducing 
seasonal labor needs through mechanization of low produc- 
tivity and physically difficult or unpleasant work and 
restructuring of production and management process to 
increase productivity and stability of employment; and 
TOUrtCh eLaciiicating tie temporary participation of Local and 
non-local workers in agricultural work in areas of high 
short-term seasonal labor demand. 

These are the appropriate approaches to take in 
dealing with farm labor problems. For a variety of reasons, 
they have not been notably effective. 

The magnitude of the effort mounted has often 
been inadequate in relation to the magnitude of the 
problem, 

Policies and programs have often been based upon 
unsound premises and inadequate or erroneous information. 

The objectives of programs have frequently been contradictory 
and have resulted in contentiousness and devisiveness among 
the interest groups involved. 

In the past, farm labor problems have been perceive 
and treated in a segmented and fragmented manner. In the 
few minutes available here, it is not possible to make 


suggestions for amelioratory action in detail. 
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70 
Indeed, much thought and planning needs to be given 


to the question of where and how USDA and other Federal 
agencies can intervene to effectuate improvements and where 
things had better be left alone. 

However, it is clear that farm labor issues are a 
legitimate concern of the Department. At a minimum, they 
should be considered as seriously as the more traditional 
problem areas with which the Department has been concerned 
and should be addressed adequately in the Department's 
Ongoing programs in statistics, research, extension education 
and others, 

Beyond that, it has often been observed, most 
recently in testimony at these hearings, that there are 
broad areas of congruity of interest among farmworkers, 
agricultural employers, and even consumers. 

There is a preeminent need for a mechanism or 
presence within the Federal system that can hear and under- 
stand these interests, communicate and interpret these 
concerns effectively through the Federal establishment, and 
to the public, and serve as a focus for dialogue and 
mediation of conflicting, interests, 

USDA is perhaps the logical agency of government 
bo undertake this role, Finally, at present USDA has little 
specific designated program responsibility for farmworkers, 


with the exception of the migrant housing program of FmHA. 


Acme Reporting Company 


(202) 628-4888 


he i OS Bae, CHtGceLe G6 stitiod- “coum ,Sso5al 


= 7 7 ; 
19062 vation fide ANS woul Hie ster’ to sobteagdn sae ove 


oF 
iD 
S 
(> 

4 
1 
i) 
wt 

1 
3 


stm?" [ 89 as 290@p—e 


fA 
1 
} 

. 


Nwwv44. £0027 SItcat snt s&s ; stio ties rb YVe2I8G0UC¢ageo og bivoda 


ty ; Ef [hss Tea; 6ShS Sf bos Uke 1646356 meldoxrg 


if Yastecpeibe Searvetits o¢-Sigoda ' bas 
’ & 257 4 $i Ges toNoig pascoere 


ezrsfiszo bn6 


iG oS ovis2@ Ss F 2403 Sitoradg 
, 2prszaet gs a7 JIA Wags &S7 BL YLINSost 
“y + = - 4 


im Jeo ve © \lisdeiios td easia bsotd 


aueno> eve bee , Gayolque ists luoispas 


-~ 


EE ie 


vil - Seen teenimeoue a af eaten? 


7 


iy DAA ZKS: 62 284? ceveve [aveiet et? citsiw FO clesIg 


323.7 7atqiescl Ss seeniaummcs , etesevetnl ess? Baste 


Bes o 2 i#iidsses isnebet edv davots YLsviyostis egnazrsancs 
ie SUpO.b-5 TOT euDol & as eyvtes bas, ofidog etd of Jae 
t 

-ajewtesail guises fino Bo wolgaibed 


ns 7 is 


: i 
jnamimisvop ico yeowps isotessh end marin af de a at) 
ie 


eliszil sed AgaD t09ReR4 al ake sous adits: a8% one (iby 
 azeinewrnk® uk yoke wpe 


eee 
i Sa 


v ae: 
i. x 
<> sd | 
a Vie a a 


7 he 
a a 


7pak 
In the past, the Department has generally not been 


Creative in suggesting labor related programming and has been 
cool to proposals that it undertake such programs. 

This may be an appropriate time to reexamine the 
generally "hands-off" policy the Department has taken toward 
farm labor programming and to examine ways in which it could 
contribute to the attainment of farm labor policy goals 
through specific program initiatives. 

SECRETARY BERGLAND: Thank you very much. Now 


Tom Jones, 


STATEMENT OF TOM JONES, NATIONAL ASSOCIATION OF FARMWORKER 
ORGANIZATIONS 


I appreciate the opportunity to speak today. I 
realize the issues of agricultural labors are not going 
to be able to be dealt with properly in this short time 
rramne, 

Therefore, I would like to restrict our presen- 
tation to the aspect of the study that we think relates 
MELeCtly BCOmSgLrLCuLCULa le ADOT MEOLrCes' 

The fact -is that the dynamics of agricultural 
labor are, in effect, changing greatly. The problem has 
been that historically the farm labor force has been viewed 
as a surplus commodity, and what is happening within the 
farm labor community is it is becoming a community in all 
full rights, 


It is recognizing that its citizenry has a 
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responsibility, but also it has basic protections assumed 


in its role, and it also assumes the dynamic role of 
community presumes we will be able to encourage farm labor 
families to become full participants in an industry which 
has so far excluded them. 

TO specify, we recognize four problems relating 
to the structural study, and we would encourage the 
Department to center its activity around these primary 
areas, 

One is displacement. Primarily,your new policy 
on mechanization provides new light that the Department not 
cut off mechanization because we believe that is not your 
intent, but to understand the impact on families, small 
farm workers like on the impact of mechanization. 

Secondly, a purposeful policy both at the Federal 
and industry level to return to the age-old dynamics of 
an industrial society of importing cheap labor to do the 
work as citizens begin to assert their rights and assume 
their role as a sophisticated labor force. 

Three, a great confusion in Federal policy--in 
some cases a complete absence of Federal policy; rather 
an accumulation of Federal regulations which do not go 
towards any purpose and often conflict. 

The second basic area we see is the energy 


problems which are impacting on the industry as a whole, 
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43 
primarily relating at a policy level. 


We are aware the United States Government is 
actively negotiating on oil and is dealing actively with 
the issues and potential utilization of H2. 

The mobility of farmworkers as still highly mobile 
and reside in states other than they do their work is going 
to be directly impacted as we reach the next few years. 

Mechanization technology is also, we believe, 
going to be greatly impacted. The old technology approaches 
with the limited use of petroleum-related products is going 
to mandate that the industry revamp its mechanization 
strategy, 

Third, the basic and age-old problems of wages, 
protections, uniienization remain at the forefront and 
have to be part of any conversation and anything to do 
with the lives of agricultural workers. 

Fourth, and@iteis@unfortiunate “ine this 10-year 
period we must put this as a categorical problem, is 
Federal activity. 

The fact is, there is no Federal program. We 
have no policy. We have an accumulation of programs. Nobody 
wants to take the responsibility of relief for farmworkers 
proportionate to farmers. 

We understand, and it is very critical to 


understand the very necessary support to the farm industry, 
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but we also find out in areas of crisis that farmworkers 


are treated as after-the-fact and impact of relief is 
after the fact, 

We understand that the administration has 
developed potential and future uses of gas rationing, and 
aS a case in point, gas rationing has no program for the 
farm labor program as it was envisioned by the administration. 

We have had in years past a very close related 
program to agriculture which has been very important to 
farmers, and that is the Gas Rebate Program. 

When I was a farm worker with farm workers in 
Colorado, farm workers in San Louise Valley would be able 
to buy from the co-op, 32 cents a gallon for regular gas, 
and they would buy from the co-op at 26 and get a $6.00 
rebate from the Federal Government. 

When I brought 25 farmworkers to the program, 
ljronically enough, the Farmers Co-op invited them in, but 
the Federal Government wouldn't allow farmworker rebate for 
the gasoline used by farmworkers to work on that very same 
farm. using tnieir flatbedss to harvest. 

The final issue we would relate to is some 


recommendations to rationalize the policy for farm labor 


in these terms, participation and ownership, participation 
in active role with the industry, to be able to get involved, 


to be able to participate in the industry as full participants 
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rather than as piecemeal constituents or as a problem for 


the Federal service rather than resource. 

Finally, to look at the farmworker community as 
a developmental force as compared to a social service 
problem and to begin to approach the farmworker community 
as a part of the industry and to take advantage of that 
because they are fully prepared to cooperate and participate 
with the farmworker industry as full participants. 

SECRETARY BERGLAND; Thank you very much. And 
now to Mr. Perry Ellsworth. 


DLALEMENT OF PERRYSRLLSWORTH, EXECUTIVE VICK PRESIDENT, 
NATIONAL COUNCIL OF AGRICULTURAL EMPLOYERS 


ThalinweyOU,;mot lee atleam atraldsaslOtU OL awhatelean 
going to say is going to be repetitious, but I didn't know 
what these wrestlers were going to come up with. 

Let's take a first look at what the size of 
agriculture labor force and its composition. Approximately 
2,7 million persons performed some kind of agricultural work 
at some time or other in 1977, the most recent year for 
which statistics are available; 1.7 million, or 63 percent 
of that total, worked 75 days or less. 

BriGmOnucemi LLOlrmoOreesuepercent Of that, totaly, 
worked less than 25 days, The bulk of the 1.7 million who 
worked 75 days or less were students and housewives who were 
not in the labor force the rest of the year. 


Of the 1 million persons who worked for 75 days 
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Or more in 1977, 400,000 were permanent, year 'round 


employees, and that left only 600,000 who were seasonal 
workers, and more than half of them worked less than 150 days 

Liyelo7 7, according sto) USDA statistics, there, were 
only 191,000 migrant workers. Thus, the great majority, 

66 percent, of the seasonal agricultural workers were, and 
are, local workers who return to their homes each night. 

SECRETARY BERGLAND: May I interrupt you for a 
Question? These persons are presumably persons who are not 
members of the family? These are hired-hands? 

Maw ERUSWORTHs) s.Yes; sir, 

SECRETARY BERGLAND: Thank you, sir. 

MR, ELLSWORTH: It is thus readily apparent that 
the number of full-time agricultural workers and especially 
migrant workers is really quite small when compared to the 
cOLAieAgC LOU ULC aworkLorce: 

Agricultural employers seek workers who will report 
for work when needed, will give a full day's work, and will 
stay on the job until the season is over. 

Agricultural employers week workers who are skilled 
who have the physical strength and manual dexterity to 
perform the job. 


Contrary to the belief of many, agricultural work 


cannot be done by just anyone, The prospect for the Eighties 


is a need for more rather than less hired labor in agriculture, 
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but there are factors at work which tend to reduce the 


available workforce. 

Among the factors are: One, various government 
removal programs directed toward transferring agricultural 
workers to alternative year 'round employment. 

Second, income transfer programs which meet or 
exceed the income that many workers can earn in agricultural 
employment. 

Third, an increasing tendency on the part of 
workesr to pursue agricultural work as a last resort. Unable 
to find enough able, willing and qualified U. S. workers, 
employers have turned to undocumented workers or, in some 
cases, temporary foreign workers. 

Anotner factor has been at work. Coverage of 
agricultural workers by the Federal minimum wage law, 
Federally mandated adverse effect wage rates for users of 
temporary foreign workers, payment of transportation to 
and from the job site, and free housing and other expenses 
have raised the cost of employing manual labor to the point 
where it is often less expensive to mechanize certain 
agricultural operations. 

Other growers, unable to meet the costs of raising 
labor-intensive crops or mechanizing, have turned to field 
Crops such as corm or soybeans which require no extra labor. 


The problems of agricultural labor are complex. 
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Their solution requires the conscientious concern of both 
employers and employees. 

SECRETARY BERGLAND: Thank you very much, 
Mr. Ellsworth. This segment will go on until 11:30. 
Dr, Splinter, I grew up in a farm in Minnesota, and as a 
kid I cleaned calf pens by hand. 

I vowed if I ever had a chance to dump that job 
I would and I kept that word. So I have no quarrel with 
you, sir, and your colleagues for introducing mechanization 
to avoid that kind of nonproductive energy spent. 

The question, I think, is what is an appropriate 
Federal role in all this. We-believe -- I personally belie 
that the marketplace is probably the best place to sort 
these things out, that a farm manager's decision whether or 
not to buy a machine or hire workers is something he or 
she will do on the basis of economics. 

The rising cost of energy is changing some of 
Ci See ouUueas sanccnera mile, swe chink tChatiis the proper 


place in which those decisions should be made. 
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We have no argument at all with private investment 


and mechanization research. We have no argument with the 
universities engaging in that activity, which is obviously 
Gf interest to local taxpayers. 

The question is, what is an appropriate Federal 


role in all of this. Would you care to share with us your 
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views on this, keeping in mind that I am under enormous 


pressures to direct the billion dollars or so in agriculture 
LesearchyintOmthingssthpattareabasic, 

DR, SPLINTER: That is basically our concern. We 
CCB NOLeat al leanehavesnowintentions of tryingseto thrustwanto 
the USDA programs more money or something like this. 

Rather, what we would like to have is simply 
equal opportunity to compete for these Federal funds. 

SECRETARY BERGLAND; We, are you talking about? 

DR. SPLINTER: I am talking about the new thrust 
within the USDA for funding photosynthetic efficiency and 
these other "scientific operations" which tend to operate 
to exclude us from the engineering profession from competing 
for these funds, 

We are not afraid of competition; we just don't 
weallt, The GeOLeclOSedsloOreuSasinathisearea, -lethink the 
USDA has played a leading role in the last hundred years 
in assisting farmers in the development of labor-saving 
devices; barn cleaners, the dairy industry, for example. 

We have moved the pounds of milk a person can 
Preauce per hoursfrom 180 to well over 2400. There is no 
one that likes to milk cows worse than I do. 

I think this has been an appropriate thrust for 
the USDA, and we feel many of the shifts that have taken 


placesWwithinetie@slast five to 10 years have been to 
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exclude the applications of engineering within the USDA < 


budgeting structure. 

We feel it is appropriate that the engineering 
dimension be kept within this budget. 

SECRETARY BERGLAND: What do you think the public 
engineering work should be centered on or directed at? 

We have been building and selling a new machine as a proper 
function of private enterprise. 

DR, SPLINTER; We don't disagree with you. We 
think the public area in mechanization should be toward 
those basic studies which apply. 

For example, we have many areas that involve the 
physical properties of plants, the growth, dynamics of 
plants, the response of animals to environment, and the 
response of men to work conditions. 

These are the areas we feel are essential as 
background for mechanization development, We do not see 
the USDA, for example, developing a machine which John Deere 
shouldspickeup oreIinternati onalyshouldypicks up any more than 
International or John Deere think the USDA or state agencies 
should be doing that, 

SECRETARY BERGLAND: We have a different number, 
two or three carefully constructed scientific advisory 
panels giving us instruction on how and where our Federal 


monies should flow, 


Acme Reporting Company 


(202) 628-4888 


i Fe 


Lauzabag 


10 


j Aas A ‘ t : 4 _ 
=~ rae ) 4 
j E < S " 
P| aA ~ 
mt 
= in - re ned 
2iL¢ 2 °° OC 
‘ arr: r ae 
S ae sie E £iC3¢ 803 
’ ie a2 J2 2.880 
% Y 71sss tog 
id ye. a i & ila a ‘ =Q [ 
Hiak to e@noceexy ot , 


ise 3 oy af to se 
, 8e71 ela eur? 


tOll6.-neccen S62 bavotedtoaed 


s0 ,eiqgnexe 463 AGU offs 


Soo loensezai-xo qu @5 he Biles 


a ? * al 


2 steel niol to lLanoisansedal 


. tes? eaok ed tudes 
RS 


54 Si of jUVAJSSEE YRATSROSe 


ol 


Of course, we have a number of highly qualified 
land grant university professionals serving on these panels. 
Are you suggesting that the engineering component of our 
research and development activity has somehow not been 
granted the attention it deserves in all this? 

DR oPLINTERs Sinhat 1s correct. lf you will look 
on the panel you have selected to look into the mechanization 
issue, there is no one on that panel as we recognize as 
having authority in the mechanization area. 

There are people from industry, but we don't feel 
they would have that much knowledge of mechanization area. 

SECRETARY BERGLAND; We have two or three 
advisory panels made up of university persons who give 
advice on the overall strategy of USDA research without 
specific attention paid to mechanization per se. 

Are you suggesting that panel is not as well 
balanced as it should be,either, from your perspective? 

DR, SPLINTER; You are talking about a second 
panel now, not the one you set up for your study on 
mechanization, 

SECRETARY BERGLAND; The mechanization direction 
Dsespecimiecallvye an ouganized) Group stosfocus onsthatiproblem, 
but that is ad hoc group that will pass out of existence. 

DR, SPLINTER: You have two other long-term 


advisory committees and neither of those do we recognize 
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individuals who would be knowledgeable in the area of 


mechanization, 

You have some farmers in there who have personal 
experience with it, but we see no one in there that would 
have --~ that would be knowledgeable of the engineering 
dimension, 

SECRETARY BERGLAND: Okay, Sir. Dr. Holt, I 
think it is generally agreed that workers want jobs, md 
of course anybody who has ambition enough to work is 
entitled to a living wage, 

Employers need workers who are skilled and 
reliable, so the needs are the same, It is a difficult 
market, though, because it iS so -- the way it is structured: 
Poel omocCocON tel comreracClLULcd,e1teiS Tot ethic hind OF sthing 
that is conducive to having a hiring -~ employers and 
workers getting together in the marketplace and agreeing to 
terms and conditions, 

You have suggested the USDA enter that arena. 
Why? Why not the Department of Labor? It is in it. Why 
reinvent the wheel? 

DR. HOLT: Well, I suggested that there are 
severe problems in the labor market, in the labor market 
operation. 

And while the Federal Government -- there has been 


a Federal presence, I think, primarily expressed through 
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the Department of Labor involved. oa 


As I have suggested and as Mr. Jones has suggested, 
too, there really hasn't been a coherent policy; there has 
been a lot of individual programs, some of which are 
almost diametrically opposed to our purposes. 

I don't think I am suggesting that the Federal 
Government in general or USDA in particular get involved 
in the mechanics of the labor market process itself. 

I am not suggesting, for example, USDA attempt 
to take over the Labor Department's function in the job 
service or placement, but with respect to the development 
of a coherent Federal policy towards labor problems in 
general, both of farm workers and employers, I think that 
there is a role that USDA can play -- and, as a matter of 
fact, I guess I would go beyond that and say I think USDA 
has the background and expertise and the understanding 
forsinec ar ngetnie cont Li Ctom Nac aresOccurring in) thesrarm 
labor market in developing, in carrying out a coherent 
farm labor market policy. 

That is the type of thing I am talking about, not 
that we become involved at the operating level, although 
I do think there are some operational improvements that 
need to be made. 

I think, for example, there are some very severe 


problems where the operation of the Labor Department's job 
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Service functions in the labor market, the labor exchange, °4 


labor information exchange, that need to be addressed, but 
I am not suggesting USDA do that. 

DECRE TARY "BERGUAND: “APL right, sire Mr; Yones, 
the agricultural worker - labor relationship has been 
described by a friend of mine as continuing warfare. 

This may not be unusual, but it certainly is 
distressing. I have talked with agricultural employers 
and employees who have found -- and I think in most cases -- 
a Satisfactory relationship that goes generally unnoticed 
and unreported, 

But I have also visited with workers and employers 
who are dissatisfied because they simply have not found 
each other on a plateau or a plan that is conducive to 
joining in the marketplace scene that we have a willing 
worker and a willing employer, and it just doesn't seem 
to work right: the chemistry is bad or something. 

I was recently in the apple growing region of 
Virginia and New York and talked with apple producers who 
were terribly upset with the crisis management with which 
they are confronted, 

On Saturday they don't know if they will have 
workers on Monday. The perishables will sell or smell. We 
all understand that. 


What do you think can be done to settle this down 
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85 
to a sophisticated relationship or atmosphere so the industry 


€an join force? 

MR. JONES; Mr. Secretary, I couldn't agree with 
you more, There are too many stereotypes around this 
farm labor relationship. 

The fact is that state after state has examples 
of good relationships between employees and employers. 
Those very same states indeed, and sometimes, most of the 
time, in those very same counties you have relationships 
of great abuse, of isolation and complete lack of communi- 
cation, 

I think therein lies your problem: the farm labor 
community and the industrial community, the farm community, 
the ownership community, and I think we must bring in 
proportions to that relationship. 

In most cases, a farmer controls the product, 
the type of production and the cycle. So the relationship 
of the producer and the wholesaler in many cases, particularl 
the cannery in vegetable crops, relates directly to this 
relationship, 

The relationship has been very unstructured, and 
it was good when the relationship between the farmer and 
the worker was good, 


There has been no maturity of that relationship. 
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I met some months ago at a meeting that Mr. Ellsworth 


and I attended in West Virginiay andl hadvanvopportunity 
to speak with the Florida Citrus Growers. 

They were commenting one of the things they were 
relieved about is that the relationship no longer depended 
on good feelings; it was one of maturation. It was beginning 
to be a professional relationship. 

They saw stabilization of the labor force as key 
to that relationship where they said they were moving out 
of migrancy, 

But the key was stabilization in an adult 
professional relationship. One of the things we are 
starting to see, I must say, I think Virginia, West Virginia, 
the Mid-Atlantic is the other spectrum where it has been 
traditionally a full employment system, if you will. it 
has been good on a one on one basis, but there has been 
no stabilization and with no stabilization on the employer's 
side or the employee's side, you must risk the relationship 
based on personal dynamics, and it is a vulnerable relation- 
Sip. 

And when you are dealing with people who are as 
vulnerable as migrant and seasonal farm workers, that 
relationship lends itself to abuse. 

I must say that it is one of the distressing 


thing, I have been in this business for 15 years, looking at 
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memantembeinGg a part Oorert, sandeit issone of the most 
distressing things because we have the opportunity to 
Stabilize the force; we have the opportunity to become a 
productive alliance between that group on some basic 
assumptions: 

One, that we have adults in the migrant stream 
and the seasonal stream that need the responsibility to 
participate, but must be allowed the opportunity to 
stabilize their own relationship. 

The industry must have stability--there is no 
question. Then it becomes a mechanical problem of how to 
achieve that, 

Unfortunately, because of a lot of intervention, 
because we see the move toward that stabilization, the 


need to mature, instead of dealing with that question as 


87 


a Federal group and a community, both industry and workers, 


we opted out for foreign workers, we opted out to target 
on undocumented workers, and instead of facing that, we 
SplLecOnO GI nNGmilmamcOrel one lOrcesthatelsmreadi lysabused to 
avoid that relationship under the guise of economic 


Crisis. 


And it becomes a very serious problem because we 


are not dealing with that issue. The Department of Labor, 


the other social service programs, can only observe the 


farm labor community and come in after the fact to correct 
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I would say, Mr. Secretary, what is needed, if 
there is anything at the Federal level that could do it, is 
the Department of Agriculture's role. Because they under- 
stand the industry, they must understand they are the only 
point in the Federal Government where the industry itself 
should be looked at from a wholistic viewpoint. 

The Department of Labor, EPA, have a role in 
some of the protection, but they neither understand the 
farm community any more than they understand some of the 
other things they have gotten into, and they have to deal 
Witiedtpeartemathestact ,sandsL think that has been part of 
the confusion, 

We do not have people who understand the 
community being able to shape policy and implement policy. 

SECRETARY BERGLAND: Farm workers have been 
exempt from the National Labor Relations Act. Do you think 
they should be included? 

MRapvONES-seWell, sthatyisibothe—— I am going 
to, for the@record;yprovidertwo differentseanswers;,if I 
may. 

If we were able to approach this in a longer range 
view, I would say yes. But unfortunately because of the 
dynamics of what I just mentioned, some of the issues have 


to be dealt with on a state by state basis right now. 
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Ironically, most of the farm worker leaders in a 


this country, whether they be union, whether they be social 
leaders or ethnic leaders, do not favor national legislation 
at this time because they are afraid the national legislation 
will only encourage the kind of output of Federal activity 
that has occurred in the past; i.e., there is one basic 
ground. They are afraid if a Federal program comes down 
right now, it will become so watered down that the Act itself 
would be less than the little start they have to hope for 
right now, 

It is ironic. Now in Federal testimony, I saw 
in Congressional testimony that the Farm Bureau favors 
national legislation for collective bargaining, and I would 
understand that because that is a start to try to at least 
get some stabilization, but they also understand the same 
dynamic I understand —~ that we have a start in California. 

We don't know where that takes us. It certainly 
has problems, But by going at a national law right now, we 
haven't yet faced up to the overall issues. 

SECRETARY BERGLAND: One of the problems that 
arises, of course, inehaving the’ matter dealt with on a 
site-specific basis is agriculture produces a fungible 
commodity, It competes in the marketplace. And if one 
state has a set of standards considerably different from 


an adjoining state, you have all kinds of interruptions 
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in the marketplace. 


We are trying to figure out how to reconcile those 
differences. We know of no other way but Federal intervention. 

MR. JONES: It isn't often a reality, but, the 
labor patterns in most industries show where you have a need 
market for the worker, if we could stabilize that, you will 
find they are also vulnerable, they are also dependent on 
a meaningful harvest. 

In most cases, I would venture to say that the 
responsibility on the farm industry's side is the same 
percentage as the farm labor side. 

we have families who want to be productive at 
both ends. The few strident participants in either extreme 
have laid out the devils on both ends, but I would say the 
agricultural industry and the labor industry are responsible 
enough to look at collective bargaining without the threat 
of harvesting. | 

It is a ghost that has not materialized at any 
ld venture to say the harvest in lettuce 


point, yes, and I wou 


this year in California is a point in fact of that mythology 


that the harvest is goingstop TOL Ore gEOwersi =. the settlements 
show clearly that the industry can survive in spite: ot 
months and months of tirades that it was going to be 
destroyed, 


Tt was healthy. It is nealthier now than it 
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was last year. 


SECRETARY BERGLAND: Mr. Ellsworth, what do you 
think is a proper Federal role in all this? 

MR. ELLSWORTH: I made one note, Mr. Secretary, 
as this conversation was going on, and that is--there ought 
€O-be one department with concerns for agricultural labor. 

Let's not put farmers up against policies developed 
by USDA and keep them under policies and rules and regulations 
developed by the Department of Lahor or we will be even more 
confused than we are at the present time. 

I join with Tom Jones and others in saying that 
I think there is a horrible mish-mash of rules, regulations. 
In absence of Government policy as such, we are not parti- 
cularly enamored over the actions of the employment service 
or the job service, as Dr. Holt refers to it, either. 

There is room for improvement at some point. But 
I think wherever it goes, it ought to be in one department 
and not two. And I don't know how that is accomplished 
when you are dealing with agricultural labor on one side 
and agqriculturabiproducers on thesother ; 

Butyici nike DERI Se poss ial ento.doOnkt yebuteit is 
going stO-Naye ptOebe ronepboallvohiwax;, and ak think you taguee 
Warciwetiiat me don heewou? 

SECRETARY BERGLAND: Mr. Ellsworth, I was in 


New York State recently. In talking with the growers who 


Acme Reporting Company 


(202) 628-4888 


vs 

"i 
=i 
a 
— 


ih 
£ 
wl 
2. 


ac 4 Secolavel 
+ < 76 os of 
’ ; Tee arb, 
3) Ieseds az 
: 2 . 810 
of afd se 
FTSTSC At Li9, J 
7 i Ba Cw? 200 Sne 
re ~ j E v 5 Li 8S BIEs roy Ow 
: o Sibc isiJigS2tee bis 
2i3 ey 35 OF sLGteeaoc #2 * AMLd. 1 JG 
TL08 ap Th . . fed eno so o¢ evad ad onLoe 


Tvoy t'nob .sadd. date 


Qi e824 1. \tirsowelia , = (CMAIORAG VRATSROgS 


a Remap a> Siew ipestisdiay ar “Y42 ssa: 93438) 5 | 


- S - a j 
7; Soe vee - : ; : are 
; ye ga 


ama Me | : ie i 
“y aaa 


i) 


to 
oO 


employed substantial numbers of workers and the facilities 
were fine, the HAGE base was adequate, and there was no 
abuse of workers in that setting. 

They were having, though, a very difficult time 
in finding a workforce that could be depended on. They had 
Peenmscolde-— 9 l san not sires wniether it was) oflicialsor not —— 
but they had been told that there was a cadre of unemployed 
but willing workers in the city of New York, and an attempt 
was made, I am told, to bring those perons to the rural 
regions, and the whole thing kind of blew up, didn't work. 

Are you familiar with experiences like that? 

MR. ELLSWORTH; I have heard about them. I 
don't nave any firsthand observation. 

SECRETARY BERGLAND: Do you think there is an 
Opportunity to find a job for a willing worker who is trapped 
by his or her environment and has no way of getting to 
rural New York? 

Do you think there is something that could be 
done about that kind of a setting? 

MR. ELLSWORTH: Well, there are at least three 
of us here -- you, Mr. Splinter and me -- who have had 
experience with calf pens and milking cows, and all three 
CG eUGewl pie dOspe Chm tOmdOL Gm tt tiesalternativer ts 
starvation, but not until, 


I think that perhaps being a little facetious, 
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93 
there is an old sayings, you can take the person out of the 


country, but you can't take the country out of the person. 

And I think city workers -- there are obviously 
some city people in New York City, born and raised, who 
would go into agricultural work, find they liked it and 
eray With it. 

Bue experience has pointed out thusmtar thaterc 
has been anything but successful when you are talking in 
any numbers at all and, unfortunately, as you are well aware 
and as you have stated, the need for workers to get 50,000 
bushels of apples off the trees in an orchard is now: it 
can't be developed over a period of time. 

And if you get workers who come in for two or 
three days and don't like it or can't do it, through no 
Pave OLe Luel rs ethnrsuputcsetne Larmereinva badespot, 

So that is why I think more than anything else 
farmers are not too anxious to run the risk of having city 
workers come out only to find a great many of them don't 
ikea. t. 

SECRETARY BERGLAND; Mr. Penn, 

DR. PENN: I have only one question for 
Dr, Splinter. The system of agriculture that we have in 
the country today is based largely on a relatively cheap 
energy supply that we have enjoyed for years and years. 


Of course, the present state of mechanization is 
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an Outgrowth of that. Now some people contend the much 
higher prices for energy portend significant changes in the 
farm system as we know it today. 

I was just wondering in what ways the new energy 
Situation might be altering the research program that you 
have in mechanization research, agricultural engineering 
research in general. 

DR. SPLINTER: I would say energy costs are the 
biggest problem facing agriculture today. Many of our 
farmers in Nebraska are faced with a base cost of $2.40 to 
$2.60 a bushel to raise corn under irrigation, and you 
know what the market price is, and you can't make it up on 
volume. 

We seriously need, in fact, our people have been 
a little critical of the USDA, and I know you have got 
problems with DOE, but we have been critical of the USDA 
in not being able to develop an energy program within the 
USDA. 

Most of us have to go, by one means or another, 
to the Department of Energy for funding for research. We 
are doing quite a bit of research in various alternatives. 

We are working with trying to determine if we can 
use soybean oil, for example, as a diesel fuel because there 
are real problems in trying to inject alcohol, as you are 
very aware. 
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Quite a few of the different departments are 
involved in alcohol production and alcohol utilization. 
mOrth Dakota stays, involved in utilizing sunflower as an 
alternative to diesel fuel. 

The economics are not bad for the use of vegetable 
Oils as a diesel fuel substitute--in my own personal opinion, 
probably better than the alcohol grains. 

We have many areas that we have to get into, and 
the primary concern I see is that too many people have felt 
Louate tie alconol problem is a Simplistic solution. 

My observation has been that I have seen no still 
operating or not even heard of any still operating smaller 
units, non-commercial units, that are able to get anything 
Ponewcicwm2.,OmoaLLOnS 0, .alCcono ly per bushel otrecorm,. 

Most of them are running 1.2 to 1.6 per bushels of 
COM. Lihat slmpivy doubles the cost of alcohol they “are 
producing, and we need some basic research. 

I know you have a program in Peoria, Dutt) think 
we need to expand this research if we are going to utilize 
this aS an energy source. 

We have tremendous rural pressure for production 
of alcohol in quantity, and we are very concerned that many 
farmers are going to buy these units that are being sold 
by fly-by-night organizations and are going to go down the 


tube--an economic situation--and this is going to be the final 
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straw. 


So I think this is one area the USDA can really 
exercise some leadership and develop the program for farmers 
to utilize their own production resources to keep the 
equipment they have in operation. 

DRMBPENM@e thank yYow,abr. gop uimtens bThaters vali 
I have. 

SECRETARY BERGLAND: Dr. Splinter, does your 
university still engage in the testing of tractors and of 
reporting on relative efficiency? 

DR SPEINTER«® Thateis correct. in fact, fishave 
in my briefcase the latest booklet, which I will give to 
you before I leave. 

We do test every -- any tractor that can be sold 
in the state of Nebraska must be tested at our facility. 

SECRETARY BERGLAND: Do you still have -- 

DR. SPLINTER: We keep finding tractors that are 
more and more efficient. The latest tractor that we have 
tested -- a report just came across my desk -- set a record 
for fuel efficiency. 

It was the tractor that was made up in Canada. 
Unfortunately, it is a little bit better than some of the 
American tractors. 

But we are seeing a trend on the part of the 


tractor manufacturers to improve the fuel efficiency. 
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97 
SECRETARY BERGLAND: I know about that tractor. 


I own one. The question is now with fuel prices increasing, 
does the agriculture engineering community take into account 
other dynamics or other factors than the simple pounds of 
fuel required per housepower hour, where in my country the 
tractor you described -- my son-in-law has one like it, 

a different make, but he farms 600 acres of land and com- 
pletes the whole job from spring through fall with about 

500 hours of his own time spent, and he does it all. 

That is because of high-powered mechanization. 
That was based largely on 30-cent diesel fuel. His farm 
Pea tS comme uigtueds= 1teise. i250) Orewlll beasoon,.e. 
presume. 

Does your energy discipline engage in that kind 
of researcn, looking at what will happen, for example, 
if the price of gas keeps climbing or the economics of 
the irrigated agricultural farms on the Ogallala basin 
in Nebraska and south worsens? 

Do you look @& that as an engineering problem 
or is that for someone else to worry about? 

DR. SPLINTER: We are very much involved in -- 
for example, our biggest program at this time is to work 
with farmers to improve the efficiency of the irrigation 
pumping plants because that is the single biggest energy 


user in the western half of the United States. 
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In fact, we have a short course this week in 


Hastings, Nebraska, where we are teaching farmers and 
other people, commercial people, how to test an irrigation 
Pumping» plant to make it more efficient. 

We have developed an irrigation scheduling 
program which is a computerized scheduling system so that 
farmers can know when they have to irrigate and how much 
they have to Secreta and basically when they do not have 
to irrigate. 

We can save on demonstrated tests roughly one- 
third to one-half of the water they have to pump. We 
figure we saved Nebraska farmers last year $8 million in 
diesel fuel or its equivalent, and another $5 million in 
the nitrogen they would have washed down through the soil 
through their over-application of water in irrigation. 

hiss iSevery Criticalaworking, with the orain 
farmers, the farmers that do not irrigate. Our primary 
thrust is simply to cut down on the number of our field 
operations, 

Too many farmers are plowing and disking and 
Working thes Lancdemores thane chev have. tO ..we have been 
Pusning conservation) lage; tom about, 20, years now. 

we have had some major pickup of this, and 
now with the price of diesel fuel having gone up, I can 


remember when it was 16 cents a gallon, but now that it has 
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99 
doubled and tripled, we have to cut back on the number of 


field operations and the amount of diesel fuel they use 
per acre, andethateis fhe Only way they are going to be able 
to survive. 

There is no more efficient that we know of in 
the engineering world than a diesel engine. 

SECRETARY BERGLAND: The engineering, both public 
and private, has produced the kind of machines to which 
you have referred, and my son-in-law owns this sort of 
equipment and he farms 600 acres and puts in 500 hours of 
labor total and has 1500 hours of his own time he has to 
sell someplace, and he does. 

But it is off the farm. We are seeing this 
happen, This mechanical revolution has changed the system 
so drastically that we have a great deal of under- 
employment on our farms, and nobody really expects to 
earn a full-time pay from a part-time job. 

So mechanization has really changed the structure 
of farming, and it has created some unintended side-effects 
which we are now examining: how do we market that spare time 
labor, That is easier said than done. Any advice? 

DR. SPLINTER: Well, we have the same observation 
you snave, ands CiiiSmis exactly Eruc.s Wevare finding imany 
farmers are intensifying within their own property lines 


rather than trying to expand or going, for example, to 
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10 
adding swine production as one element of their operation 


where they have not had it before. 

A few farmers, say 10 to 15 years ago, added 
beef feedlots, but we have seen a backing off of that. 

Of course,there have been the additions of poultry operations 
SidesOmlOLtieandsauwlLotson Criticism ofethissbecause the 
people are worried about vertical integration and this 
CypesOr thing. 

But I would say most of our observations, farmers 
have tremendous pressure for what we call modified open 
confined swine facilities. Almost all of these are going 
in on individual farms, and they allow the farmer to produce 
Swine much more efficiently than before. 

This is the way a number of farmers in our 
area are intensifying their operation on their own 
property. 

SECRETARY BERGLAND: Gentlemen, the time has 
about run out. We would be willing to take any comments 
you have before we close, 

T would ust jpoint-out sthat wesareacognizant of 
the problem in the farm labor situation and are trying to 
find an appropriatesrolesfor USDA in all thus.. 

It is not a matter which we are just prepared 
to leave for chance, That is not good enough for Government 


work, 
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Neither do we want to go blundering into 


something for which we are not equipped or in which we have 
no business, nor do we want to re-invent the wheel, as 

Mr, Ellsworth has Said, with the worst possible world being 
the creation of two Federal agencies dealing with one problem 
and employers and workers grappling with two Federal 
agencies. 

SO we are engaged in what I hope will be a 
sophisticated examination of the question, and I just open a 
door to you to provide us with information, advice, help, 
Ceunscl wCriticism=:roMmrime tOmiimegas thispprocess 
evolves because it iS anew area and one that has largely 
gone untended and been left largely to the states or left 
largely, unfortunately, to someone else. 

It is a someone else's problem kind of thing 
that has aera ane nommanitsplands Higdon tawanttoscreare 
the impression there is a dispute in every instance because 
in most of the farms I visited in which there are non- 
family workers employed, the relationship was excellent, 
the workers were satisfied, conditions good, employers 
satisfied with his or her employees. 

So in most cases there is not much of a problem, 
but there are still areas where there is sort of a jungle, 
and this is especially true in regions where the farm 


operator might be classified as a small family farm who needs 
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five employees in two weeks or something like that. 


That is where the lack of sophistication is most 
commonly found, I think. So anything -- any advice you have 
On the matter, please, we can well use. 

Do any of you have any closing comments? 

Mr, Jones? 
MR. JONES: I just have one final comment, 
Mr, Secretary, I think one of the things as you begin to 
Pookwinto your=role=that I’ would just reflect upon is that 
some of the dynamics that occur between the labor industry 
right now are very normal in a maturing labor relationship. 

Some of those the Government has no business 
iy ew ihnat ts°clearly*™relationship to growth. But one of 
the things that does not happen at the Federal level is 
looking at the industry as a whole. 

I will contend there are two sides. There is an 
industry. There are components of that industry that must 
be looked upon, and we have looked upon farm labor as a 
trustee of the United States while preventing them the 
Gpportunuty sto bera Labor storce by Looking "at the industry 
as a whole. 

I would propose the Department not only have a 
fresh perspective, but perhaps come up with some new 
alternatives and perhaps some new options and some new 


ways to look at the issue. 
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I would suggest the old way of looking at it - 


has had its time. The situation in the labor community and 
in the industry are going through major changes. 

It is a good opportunity for the Department to 
take on some perspective and discard the old trustee 
relationship: what will happen between various peoples are 
going to go on in the progress of any maturing labor market 
aS it begins to deal with the employee and the employer 
begins to understand the employee, 

There are other issues that I think are critical. 
And as you mentioned before, many of the agencies are 
involved in the protection area, but no one is looking at 
the whole area as a whole. 

PecChinkeciateromansOlLuLely ICritical. 

SECRETARY BERGLAND: We are in it, and we, of 
course, have heard a great deal said about the matter of 
the undocumented worker, and I have not raised the issue 
here this morning because we think that is part of a 
bigger problem, and you really can’t deal with the 
undocumented worker question until-you have dealt with ~~ 
some of the more fundamental aspects of the problem. 

Mr. Ellsworth, do you have anything? 

MR. EDLSWORTH: I think 2 can say solidly from 
my Association that we would be happy to work with you in 


any way that we can. 
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I share the view of Tom Jones that the dynamics 


of this industry are going to move and it is better off 
that they move smoothly, b ut move they will. 

Very facetiously, I think perhaps the biggest 
contribution the Agriculture Department can make to the 
Cause is to develop ever-bearing fruit trees, apples, 
cherries, so that we would then be able to provide permanent 
employment for those who want it. 

DR. HOLT; Mr. Secretary, I would say that there 
are, while we focused on Government protection programs 
which have not been within the purview of USDA and which 
I suspect you would probably just as soon stay away, there 
are some unigue functions USDA has historically played and 
continues to play with respect to the agricultural problem 
we need to be aware of. 

In fact, it can be strengthened. The USDA is 
the Federal information and statistical agency with regard 
Porwlabor, s.L.00n tathinkethereshas been a statistic cited 
here this morning that has not been generated by this 
department. 

The Labor Department, by and large, does not 
Se mlivOlL Vege ieliot ee ice coe Licecepantmentlolsqovernmenr 
in which research, both economic and sociological and 
technological dealing with agricultural labor takes place, 


and we have talked about mechanization, but there are other 
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105 
areas of research. 


For example, with respect to migratory labor 
housing, that kind of thing could be effectively researched. 
There is the agency of the Federal Government at least that 
is going to be directing what is done with respect to 
helping teach through extension education and other programs, 
teach farmers how to deal with a market labor environment, 
which historically many of them have not been accustomed 
to doing, and teaching them the new realities of labor 
management conflict resolution and teaching them to help to 
restructure their production patterns to fill in the valleys 
and skim off the peaks. 

There has been interesting work done in that 
FecarauatuealrextensiLon service In California. (So 1. think 
there are unique functions that USDA has historyically 
played which should and can be continued in this area, 
quite apart from the protection. 

SECRETARY BERGLAND; Thank you very much. 
Gentlemen, we thank you for your contributions this morning 
and for your time and energy that you have given to the 
testimony, It has all been very helpful. 

This brings the morning segment to a close and 
we will reconvene at 1 o'clock promptly. 

(Whereupon, at 11:25 a.m., the meeting was 
recessed, to reconvene this same day, Tuesday, April 29, 1980 
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SECRETARY BERGLAND: If we might have your 
attention, please. We are five minutes past due, and we 
will proceed with this next segment, devoting a half-hour 
to hearing from two of the distinguished governors of two 
of the leading agricultural states: the Honorable 
John Carlin from the state of Kansas and the Honorable 
Bill Clinton, Governor of Arkansas, representing the 
National Governors Association at these proceedings. 

You may proceed as you choose. Governor Carlin, 
are you first? 

GOVERNOR CARLIN: Yes, Mr. Secretary. With all 
of these instructions up here, I am not sure I understand 
them correctly. 

SECRETARY BERGLAND;: Speak into the microphone. 
It is not as sensitive as some. 

STATEMENT OF THE HONORABLE JOHN CARLIN, GOVERNOR OF KANSAS 

I have a statement I would like to read, and 
Governor Clinton will follow with a statement, and then we 
will deal with any questions you might have. 

The American Agriculture, which experienced 
phenomenal growth in the 1970's, faces a rather precarious 
set of circumstances in the 1980's, 


In the past decade, agriculture's record of 
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achievement is, by any measure, spectacular when compared 


to any other sector of the economy. 

In the 1970's, while growth rates slowed in 
virtually every sector of industry, food and fiber exports 
Meo eemuOOMING, Growing from $6. / billion it 1970) to 1s32)biliio 
sg BEASTS 

This record was built on productivity gains every 
year of this decade~-farmers and ranchers were producing 
for the domestic and foreign markets with greater economic 
efficiency, less Federal intervention and, perhaps most 
Significantly, with fewer people. 

It is this last statistic, the numbers of farms 
and ranches that cover our. rural landscape that bring us 
here today. 

In the 1970's we lost over 430,000 farms and 
ranches due to a variety of factors, including business 
failure, increased urbanization and retirement of the 
operator. 

The impact of the statistic has to be measured 
by more than a mere number, One can assess the effect in any 
number of quantitative and qualitative ways, including 
driving through small towns and seeing boarded-up stores 
and businesses--equal casualties of the exodus from the 
farms and ranches of this nation, 


In producing abundant food and fiber for this 
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nation, rural people have paid a tremendous price. Thousands 


have lost their heritage, the type of roots that produce 
Medal of Honor winners, statesmen, and entrepreneurs--the 
character that has made this nation a leader on this small 
planet, 

We have sacrificed people in the name of economic 
efficiency. Our system of food and fiber production con- 
tinues to produce with little regard to social impact. 

Yes, we are efficient and productive, but we are 
not affluent, especially when compared to our European 
cousins, 

The trend lines of American agriculture are 
clearly threatened as we move into the new decade. We began 
to see this trend last year when shortages of basic fuels 
threatened the planting of wheat, corn, soybeans and cotton, 
as well as other crops. 

This year, fuel is available, albeit at astronomi- 
cal prices, but another villain has challenged the vitality 
of our producers--the high cost and availability of credit. 

It is tragic that the economy that agriculture 
has served so well continues to bring our farmers and 
ranchers difficulty. 

It is clear that many of the problems that beset 
our farm economy--problems that range from adequacy of 


capital and energy supplies to a faltering transportation 
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System--would not be as severe if the national economy 


were performing without soaring balance of payment deficits, 
Sagging productivity and other economic problems that 
plague us, 

Unless our national economy attains a firmer 
footing, continued stress for the farm sector will be the 
norm rather than the exception. 

Internally, the farm economy is faced with a 
myriad of problems, some familiar, others new. There is 
continued talk of dwindling energy supplies, especially 
in the area of fossil fuels, 

Economists project shortages of capital. Our 
crop scientists tell us that our yields of major commodities 
Will stabilize, 

And soil conservationists warn of another dust 
bowl, These are problems that we will have to struggle with 
in the next 10 years, 

The decade of the Seventies did have one new, 
bright note for rural citizens. Nonmetropolitan areas began 
to grow faster than metropolitan areas, a trend that 
represents a reversal of the previous thirty years. 

This is encouraging for many reasons, The types 
of businesses that small towns have been able to attract 
offer new hope for many rural residents, 


For example, they have brought improved health 
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care. Further, these businesses have strengthened the. farm 


economy itself by providing off-farm income for hundreds of 
thousands of farmers and ranchers and many agricultural famil 
members, permitting them to continue their farming or ranchin 
operation when they otherwise would have had to cease 

PUR CL LON. nS; 

In addition, five percent of the hew in-migrants 
are themselves employed in agriculture. Unfortunately, 
this growth in the nonfarm sector for Rural America has 
presented a new problem, essentially, of attitude. 

The problem is that policymakers believe that 
Rural America is less reliant on the farm sector; therefore, 
policies should be less concerned about the vitality of the 
farm economy. 

This attitude fails to recognize that the farm 
economy still underpins Rural America and that failure to 
understand the interaction of the two invariably will lead 
to poor policies and programs. 

While definitive information is not available, 
it is clear that many of these small businesses are closely 
connected with agriculture. 

Many of these businesses supply inputs--ranging 
from insurance to fertilizer to implements--to agriculture 
or the key parts of the food chain from the farm gate to 
the retail customer, 
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It is my sense that we find American agriculture 


at a crossroads as we begin this decade. Perhaps we have never 
been at a crossroads as important as this, with the possi- 
ble exception of the Great Depression. 

We have three apparent choices, none of which is 
particularly new. But the choice we make will affect the 
face of Rural America in significant ways, leaving our 
children a legacy that will undoubtedly affect future 
generations. 

These choices are constrained by the basic values 
that wé as Americans share. Those basic values are as 
important today as they were two hundred years ago--values 
of freedom of choice and recognition of the right of private 
property. 

Any policy approach beyond the constraints imposed 
by these values is doomed to failure because such an 
approach will not have the confidence of the American 
people. 

The three choices include modeling our agriculture 
qiongsmuropean lines, opting totally for, free enterprise 
agriculcurercr modifying sincrementally, the basic (sec of farm 
policies that we have on the statute books today. 

I will discuss each of the three briefly. The 
European approach would require a massive underwriting of 


agriculture bystherrederaleireasury. 
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Implicit in such an approach would be a lengthenin 


of the already long arm of Washington. Such an approach 
would require smaller farming operations than is typical 
today. 

Further, such a system would imply insulation of 
Our agriculture from the realities of the world marketplace 
atecremendous cost to the role of the U.S. in the world 
economy and with inordinate expense to the consumers. 

Despite what we may feel about such an approach 
in our souls, the political obstacles to formulating and 
implementing such a system are forbidding. 

Today, only one out of 25 Americans is a farmer 
Or a rancher, U. S. consumers pay about 16 percent of 
their income for food, less than half of what European 
consumers spend. 

For obvious economic reasons, it is unlikely that 
U. S. consumers would want to go along with the type of 
massive restructuring implied in the European model, 

The second choice is a totally free enterprise 
approach to agriculture. There is a lot to recommend such 
an approach. 

However, the implications of such a model must be 
Carefully analyzed. Essentially, the free enterprise 
model would mean that we would ultimately function with abou 


100,000 farmers who would employ about one million farm 
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workers. 


This could be achieved without any conceptual 
Dreakthroughs in technology simply by replicating the 
largest units of agriculture that exist today in many parts 
Onethe ination. 

Consumers would likely be the first to oppose 
implementation of such a model. Clearly, such a model would 
imply enormous power concentrated in a very few people. 

Further, the concentration of land in a relatively 
few hands would pose questions of structural implications 
heard more often in South or Central America rather than 
PCIe al. eS ° 

Finally, there is the prospect of incremental 
Meat evcatlon Gihecurrent #policies-seebyanow, at should be 
clear that I believe, along with the governors of this 
country, that this is where the best hope lies. 

Radical changes from the status quo in either 
direction are likely to disrupt our system of food and 
fiber production in a manner that could scar the nation in 
ways that cannot be currently foreseen. 

Now this does not mean that I condone the status 
quo. At present, the National Governors' Association 
Committee on Agriculture, of which I am a member, is 
working Nana GOedevelopmaltull setwoletarmeanderanch 


policiesmin anticipationgori thesfarmibiliedebate- 
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These policies will be promulgated at NGA's 


annual meeting in Denver on August 3-5. The policies that 
will be addressed there will touch a range of issues that 
affect production agriculture from research to international 
marketing. 

There is, however, one area of policy that I 
believe needs significant revision. That area concerns our 
ability as a nation to attract new entrants into farming and 
anc. ¢ 

I am encouraged that there are significant 
numbers of young people, as evidenced by enrollment in agri- 
cultural studies at colleges around the nation, who would 
prefer such a life and could contribute to our nation's 
wellbeing by selecting such a vocation. 

To provide proper incentive for such individuals, 
we need to develop an economic environment of promise and 
hope, underpinned by new sources of stable financing and 
changes in the tax laws that foster the kinds of concentration 
Cpelend that soccurs etoday. 

It is our goal to address some of these tough 
issues in Denver. Further, it is clear that farmers and 
ranchers deserve clearer signals from Washington about the 
intentions of Government. 

Ad hoc policymaking, however well-intentioned, 


serves only to disrupt confidence, Further, there is 
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concern that current Federal policies are misunderstood. 


This is the case with regard to loan levels and other 
price support mechanisms. Farmers continue to look upon the 
loan level as the primary instrument of Government support 
of agriculture when, in reality, such is not the case. 

We have to develop policies and programs that 
farmers can understand before we in Government can expect 
Support from those we serve. 

There has not been adequate time to address a 
number of important issues that concern me. We need 
strengthened commodity marketing programs, more appreciation 
for the role of farmer cooperatives, and expanded agri- 
cultural research and extension, to name just a few. 

EnaecOne LUSLONs pl teisecléaracomme  =thatecarming and 
ranching are of critical importance to our national well- 
being, from Maine to California vand from Florida to 
Alaska, 

HE Ltehadenot beenyioretherstrong recordadsof tour 
agriculture in the 1970's, our economy would be in total 
disarray. 

We need to take this message to the consuming 
publicy elt Sis swi tithope sand nottdespairuthatel econcilude my 
comments, 

We have faced adversity before and survived. It 


is the nature of our people that we accept challenges fully 
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and responsively, with the creativity and strength that sep 


a part of our character. 

thankeyou pee wcoecretary: 

SECRETARY BERGLAND: Thank you very much, 
Governor, I congratulate you for preparing a very 
reflective, carefully thought out statement, and now 
to Governor Clinton, and then if there is time, we will 
go tO questioning ‘of both of you, 

STATEMENT OF GOVERNOR WILLIAM CLINTON, GOVERNOR OF ARKANSAS 

Thank you very much, Mr. Secretary. At the outset, 
I should state that I am here substituting for another 
governor on our Agriculture Committee who was not able to 
come, that unlike Governor Carlin, I myself am not a 
farmer, but I have tried, in representing the people of 
my state, ce come to grips with the problems they face. 

And with that, I would like to offer the following 
statement. It is indeed an honor for me to appear today 
on behalf of the people of my state and the Agriculture 
Committee of the National Governors' Association. 

I want to commend the Administration for its 
commitment to examining the problems of both producers and 
consumers in the agriculture sector of our economy, and I 
want to express my personal thanks to you for your holding 


these hearings and for your evident.. commitment to family 


farms and American agriculture, 
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Historically, public discussion of step ah ov Gb i bereith el kab? 
policy has been emotionally-laden, and the level of the 
rhetoric at previous hearings has often been heated. 

While speakers have discussed and advocated a 
number of policy options and national goals, most have 
acknowledged that changes have occurred in the structure of 
- AMerican agriculture during the last 50 years. 

Although witnesses have differed as to the desira- 
bility of those changes, in the proceeding hearings there is 
virtual unanimity that the following changes have taken 
place: 

First, the number of farming units decreased from 
Pace LTOnwauring= the mio=—1930"S to only 2.3 million today, 
and the average size of the farming unit is ificreasing. 

In Arkansas, for example, it has been estimated that 
between 1978 and 1980 we lost 2,000 farms while the average 
acreage of the remaining units has increased from 286.4 to 
294.0) s 

Two: Concentration of markets has reduced price 
competition for both producers and consumers: 

Three: More commodities are moving into highly 
integrated structures. 

Four: Rising prices of land, fuel, and machinery 
and the cost and availability of credit have presented barriers 


to both entering and leaving agriculture. 
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Mr. Jack Justus of the Arkansas Farm Bureau woe 
during the December 6th hearing that the average age of the 
Arkansas farm operator is 51.6 years, and it is becoming 
increasingly difficult for young people to enter agriculture 
in Randolph County, Arkansas, just as it is in Roseau County, 
Minnesota. 

Five: The production sector has a greater 
dependence on purchased inputs and is less able to sustain 
downturns in selling prices. 

Six: Increased crop specialization has also 
reduced the ability of producers to sustain losses. 

Seven: Our deliberate entry into foreign markets 
to solve world food problems and help balance our nation's 
trade patterns has made the producers much more dependent 
upon the nuiances of international and diplomatic policy 
changes. 

The structural changes above can, to some degree, 
be attributed to policies promulgated and implemented by the 
Federal Government. 

Oftentimes, Congress has acted to address very 
real and very serious symptoms and has unintentionally 
exacerbated the structural problems. 

At other times, structural problems have been 
addressed directly, with varying degrees of success. Seldom 


have we been able to coordinate our food policy with our 
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farm policy, and often it seems that we have confused the 


two. 

Jeo wer eins WiOnlsecltringewith yOu,..an outstanaing 
agricultural economist with your Department and a native of 
Strawberry, Arkansas, has identified a number of structural 
issues of concern to society, both producers and consumers, 
which I believe integrate performance standards for food 
Policy sandutarm poli cy. 

Those performance characteristics are: First, 
quantity, quality, and price of food available for domestic 
and foreign consumers. 

Second, efficiency of resource use and contribution 
to national economic growth. 

Third, care and preservation of the en ronnente 

Fourth, relationship to rural communities. 

Fifth, flexibility and adaptability -- the 
ability to respond to changing consumer preferences, to 
adopt new technologies, and to withstand shocks. 

In short, consumers want a safe, nutritious, 
affordable supply of food and farmers want to be able to 
Produce 14; 

Both groups are concerned about the quality of 
Inttevs bothiphysicaljiyand social: and their. goals, need not 


be incompatible, 


In trying to achieve these mutual goals of both 
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producers and consumers, we have often created artificial 


barriers between the groups and among the various sectors 
of each group. 

National food and fiber policy, when such a policy 
was distinguishable, seems to have too often treated agri- 
culture as a single monolithic entity hie, inecealvty ac 
most certainly is not. 

But as you have recognized, it is composed of variou 
structures. There are, in my opinion, four very clear types 
of agricultural production units which can be identified 
without getting into arguments over the definition of small 
farms or family farms or giant agri-business, and each type 
has different problems which must be considered in forging a 
comprehensive agricultural policy for our nation. 

These four types are; First, small farms. Usually 
family farms, and usually supplemented by other types of 
income, 

These units are generally labor-intensive, not 
particularly interested in expansion, and have little need 
for large amounts of capital after entry. 

The primary needs of this segment are new and divers 
markets and marketing strategies, States ave sometimes been 
successful in providing technical assistance, through such 
programs as farmers' markets, state procurement strategies, 
and direct marketing assistance, 
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12 
I would like to enter into your record copies of tw 


publications from my state which address the problems of this 
Sector from two different perspectives. 

The first is a document entitled "The East Arkansas 
Produce Marketing Association: "A Case Study for Planning 
and Operating a Cooperative Marketing Association of Limited 
Resource Small Farms." 

It was funded by the Ozarks Regional Commission upo 
my recommendation, and I believe it can serve as a model 
marketing strategy for such groups in every state. 

The second is entitled "Uncertain Harvest: The 
Family Farm in Arkansas." It is a collection of case 
studies and philosophical observations published by the 
Ozark Institute, an organization which also operates a Family 
Farm Development Service funded by CETA. 

Second, and dominating agriculture in my state, 
is commercial mainstream agriculture. This sector, while 
often family owned, as 91 percent of Arkansas farms are, is 
full-time, larger-scale farming, and it is most often the 
SrivescuLce, OL i NCcOMme sLOL then Operacor, 

The major policy-related problems for this sector 
are those associated with price uncertainty, although energy 
supply and price questions and credit costs and availability 
are also ULgent COncerns today, 


Third, integrated agriculture. This sector also 
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12 
Special needs which differ from the two above. This sector 


has special needs and problems you have doubtless considered, 
but also is quite vulnerable to price fluctuations and, 
therefore, to Government policy changes. 

Fourth, large corporate agriculture. It is obvious 
that this sector has proved itself most able to deal with 
problems of price fluctuation, credit costs and availability, 
energy, and marketing for reasons that go beyond actual 
productivity of farming operations. 

If I might, I would like to quote Mr. Penn's 
statement; "Most of the technical efficiencies available 
from the combination of resources of agriculture production 
can be realized by farms of relatively modest size. Once one 
attains the size, agricultural commodities cannot be produced 
more cheaply even if the farm becomes larger." 

As you come to decisions on whether to do anything 
about the rapidly and consistently changing structure of 
American agriculture, and if so, what to do, I hope you will 
settle on a course which will permit real effective freedom 
of choice for those farmers whose private enterprise and 
ingenuity have been at the core of our economic and social 
prosperity. 


I hope you will encourage those who wish to remain 


in or enter the ranks of small farmers or commercial mainstream 


farmingatoudos son 
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12 
I believe this can be done without undermining 


the legitimate interests of the integrated operations or larg 
agri-businesses and, in fact, would require some changes 
which would also prove beneficial to them. 

Specifically, I think you should consider policy 
changes in the following areas as they impact on the struc- 
ture of our agriculture: 

First, the loss of farmland. The recent National 
Agricultural Lands Study indicates that farmland, including 
prime farmland, disappeared at an alarming rate in the decade 
eo Oia Od 

If this trend continues, it will mean even greater 
aifficulties for individuals who want to stay in or take up 
farming; long term, perhasp permanent reduction in the 
productive capacity of the agricultural sector and therefore 
in the strength of our international trade position; and the 
increased possibilities of a serious world food shortage 
within the next 20 years. 

The Government should review all its policies and 
reduce those factors which encourage loss of farmland while 
increasing opportunities to those who wish to farm and can do 
so productively. 

Second, research. According.to a recent report 
in the Christian Science Monitor, there was a decline in real 


dollar terms in agricultural research investment by USDA in 
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the 1970's. 


If this trend is not reversed, our relative 
productivity could decline and many serious problems, such 
as the steady loss of topsoil in many areas could go 
unresolved. 

I applaud the USDA's decision to target research 
efforts to benefit family farmers more, as evidenced by your 
efforts to establish a small farm research center in Booneville, 
Arkansas. 

However, I would emphasize that even for small 
farmers, mechanization has an important role to play. Indeed 
fresh fruit farmers in my state and others may be able to 
stay in business because of such aid. 

Three; Energy. Rising :costs and uncertain supplie 
Obviously aggravate structural terms away from small and 
family farmers, 

There are, however, in the present condition the 
seeds of opportunity for these same farmers. Real and 
presently available options for energy conservation and the 
development of renewable resources offer farmers the chance 
to make their operations less capital-intensive and more 
self-sufficient. 

Government should encourage farmers to pursue these 
options by programs and incentives that promote energy 
efficiency in farm buildings and machinery and energy 
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production from solar, wind, wood, farm and animal wastes, 


Stece Leta. 

The interest among farmers in energy is running at 
flood tide. Recently at an Alcohol Fuel Fair in Little 
Rock, about 3,000 farmers from all over our state came to 
learn from each other as well as the experts Seaee alcohol 
and methane production, 

They came for survival. They understand that 
energy srrewlntethen and consumption habits have structural 
implications, 

Finally, I agree with those members of Congress 
who are urging an increase in our petroleum reserves, with 
appropriate agricultural priorities, 

Fourth, Market. As I mentioned above, different 
kinds of farms eos different market concerns. Small farms 
breed local marketing opportunities and assistance. 

Enough work has been done in this area to show that 
innovative marketing strategies can provide opportunities 
for efficient small producers. 

Two two studies I submit with my testimony outline 
areas where increased effort would significantly increase 
the possibilities of preserving many small farming operations 
and allowing others to begin, 

With regard to foreign markets, both individual 


commercial farmers and other agricultural interests need 
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the same policy, though the individual farmer's survival ae 
depend upon it more, 

The President's stated position on the Soviet 
embargo, that farmers should shoulder the burdens of politica 
interruptions of the market, should be the actual position 
of present and future administrations. 

The administration's adherence to this policy has 
not been uniform. For example, its efforts with regard to ou 
poultry producers have fallen far short of the mark and the 
adverse impact on those companies and the many thousands of 
small growers who work for them has been severe. 

Five. Credit, Government policy has long 
recognized the special nature of farm credit needs. Recent 
administration actions indicate an awareness that tight money 
and very high interest rates standing alone may well dampen 
inflation, but only at the expense of weakening the sector 
which is perhaps the most productive and, therefore, the 
least responsible for inflation. 

Again, these credit policies have definite 
Secucrturaleimplucactous, 

SSi sp eeRecuralLOns ,weODV lousy, Lie =paccerimo tf 
governmental regulations has structural implications, 
regardless of their substantive merits or demerits. 

Many times such regulations will favor larger 


corporate operations if only because only they can 


Acme Reporting Company 


(202) 628-4886 


naa fu ran : ~ °BalS out sim 
_ sisquire 


i" is aimhs se 6 Jonzetg 


= ased Zé 


Nt ; c T=EDS1 . , $ I95 LAO 


Cia’ “ 123 Loe. 2 ei- eas eta 


,Sroltscoitonk Leawiootsae 
\Wieeodva® Senlsetypon sxic 


245254925 0P! LAS PaUSSS add GAOL 4a, ocet (ee aee 


-e3iteias® 20 srizew gyiensdetie. «iad to egatbee 


a 


jupted nove? {liv nupzekiepwe) ewe semiz «ost! oe 
7 7 .~ : id = 


roar 


i) 


jw 


> 


oO 


Dp 


~] 


ee) 


ice) 


accommodate the costs and perplexities. 


LEAS 


For example, I have worked for several years to 


help our tomato farmers in Southeast Arkansas comply with 


Labor Department rules for employing legal alien labor to 


harvest the tomato crop. 


The rules are designed to promote two worthy 


objectives; discouraging the use of low cost 


when there is an available supply of workers 


foreign labor 


in the area, 


and ensuring the health and safety of those aliens who are 


permitted to work. 

In practice, many farmers who have 
with these rules have had limited success in 
is one of the reasons for the decline in the 
and the acreage under production. 

Some progress is now being made in 
to help our state is providing which Senator 


SOeONtaL.« 


tried to comply 
doing so, and this 


number of producers 


housing due 


Bumpers worked 


The lessons of this and similar experiences are: 


One, the Government should assess the structural impact of it 


regulations; two, wherever possible, regulations should be 


tailored or compliance with them subsidized to prevent 


further reduction in the numbers of independent farms; 


three, at least there should be a clear admission that regulay 
| 


tions are being implimented in spite of their adverse impact 


on the farm structure because of other overriding purposes. 


Acme Reporting Company 


{202) 628-4886 


four sts aefe#oo ait sgeaaee oA 


i 34 » ein ‘ ¢ Lianexe Tey 
‘| * = "6: OJ8002 IS le 
re [eS raqsC 3Gse 
| femes st .38 
oo att JE = 
staus 
Hie 2 Ste ssi ers oobtyeds Bae 
i 7 Set7 ore 
e ots) Soe + 
an 
s > 28115 §(12 
i LC ses ms {0 sao 
3 ole x9 spse i278 emf 1s 
rh it 
| 2 : “7 Gos 
23 * 7-2 20 gisa 
SA4an3cdoa 
- J Sefe. 2G. 


fey 
i 
i 
C 
i 
aT) 
u 
f 
r 
4 
y 
< 
S 
c 


sd flivedm sm izs 2 Lebiees raverarw .3 :agoizal 
Werg Of bapthecave wer! dhlw ssceliques se berobise 


ventas entSaeseakiit Je.2eedwa off sf no 4 J -whes 


raiupe: ads mozeninge svods. 2 44, blecde eine. cenol 78 yee 
| =p - 


ier 
7 


ymetisoe 26 peyvhoed eiuscuresg aa) oy 


— 


to 


ive) 


i 


ov 


lop) 


~] 


co 


128 
Seven: Farm programs. I believe our farm policy 


has the same affliction which has characterized much of our 
decision-making both in and out of Government. 

It plays too much to the short run. In trying to 
adopt support programs on a yearly basis, some producers are 
always hurt badly enough to give up farming. 

Thus, our policy has profound structural implica- 
tions. In 1978, our former Senator Hodge, authored a bill 
in cooperation with Mr. Jim Synie and others in the American 
Agriculture Movement which would have provided for long- 
term, multi-year loans to bridge the years of fluctuation 
between excessive and inadequate production. 

We must provide this kind of framework for longer 
term flexibility and planning to our producer if we wish to 
show the reduction in their numbers and the increasing con- 
centration of production in fewer and fewer hands. 

From what I have said, it should be clear that, 
coming from a state where individual and family farms still 
dominate thelandscape, I do believe there are structural 
problems with agriculture; that many of these are caused 
directly or indirectly by Government action; and that change 
imeGovernment policies can reverse or at least stall the 
decline of individual farmers without undercutting the 
legitimate interests of integrated operations and other 


agribusinesses or bringing stifling Government interference 
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into the independent, ingenious, highly productive lives of 


our farmers. 

I applaud your concern, Mr. Secretary, and I wish 
you well in your efforts to get results. 

SECRETARY BERGLAND: Thank you very much, 
Governor Clinton, I understand you both have airplanes to 
catch shortly, and these are provocative statements. You 
raise many questions in my mind, and we don't have time 
to explore this afternoon in depth. 

May I simply say that we are keenly interested 
in your conference in Denver, and if there is anything we 
can do to provide your conference with technical help -- 
and we don't want to get in your'way, but some of this is 
very sophisticated, and if you need some help from us, 
economic analyses, we will offer up J. B. Penn, who has -- 

GOVERNOR CARLIN; For sacrifice? 

SECRETARY BERGLAND: He has certain limited 
skills we are willing to share with you or others in our 
Department who might be useful in this exercise and look 
forward to those recommendations because by that time of 
the year we will be involved in the final decision-making 
process and will be well on the track of having many of 
these economic studies completed. 

So we certainly do appreciate your attendance 


here today, and my congratulations to both of you for 
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carefully prepared statements. Most helpfully *Thanksyou ee 


very much’ 

GOVERNOR CLINTON: Thank you. 

GOVERNOR CARLIN; Thank you, Mr, Secretary. 

(Applause) 

SECRETARY BERGLAND: The first panel this after- 
noon is made up of Mr. Allen Aves, President, American 
soybean Association; Mr, Irv Elkin, President, Associated 
Milk Producers Association; Mr, Herman Propst, President, 
National Cotton Council; Mr. Eldon Netz, Member of the 
Board of Directors of the National Milk Producers Federation; 
John Saunders, Vice President, National Pork Producers 
Council, and Tom Barlow, Senior Project Staff of the 
Natural Resources Defense Council. 

Gentlemen, the rules are five minutes each, if 
you confine yourself to that, please. Your more extensive 
detailed statement will be, of course, put in the record 
as prepared, 

At the conclusion of your testimony, we will then 
question you individually, and if that suits you, we will 
proceed first with Mr, Aves from the American Soybean 
Association, 


STATEMENT OF ALLEN AVES, PRESIDENT, AMERICAN SOYBEAN 
a LLL LLL 
ASSOCIATION 


Thank you, Mr, Secretary. My name is Allan Aves, 
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and I appear here today in my capacity as President of the 


American Soybean Association. 

f am a farmer from Kirkland, Illinois, where I rais 
Soybeans, corn and hogs. The American Soybean Association 
is very concerned with what the future may hold for American 
agriculture. 

Farmers today are affected by economic, political a 
global factors more than ever before. At home farmers are 
seeing interest rates at an all time high, energy prices at 
record levels and increased Federal and state regulation. 

After a decade of actively developing foreign markets, 
they are seeing those markets closed to them for political 
reasons, with a corresponding decline in commodity prices. 

By necessity, farmers are being forced to be more 
efficient in their farming operations in order to make a living. 
Farmers are having to spend more time planning cash flow, 
marketing and complying with Government regulations. 

Pustall farmer 1s finding it very drriicult todo 
all these things and still produce a crop. This will result 
in an increase in the amount of non-farming time farmers must 
spend. 

The American Soybean Association feels the way for 
farmers to remain competitive is to realize a greater return 


formthelr .rops:. 


ASA believes the greater income will come from 
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De 
expanded reliance on the free market System rather than on 


increased intervention in the marketplace. 

The growth of the soybean industry in the United 
States is an excellent illustration of how the free market 
System can work to increase farmer income. 

In 1955 U. S. farmers harvested only 373.7 million 
bushels of soybeans from 18.6 million acres. In 1979 farmers 
harvested over 2.2 billion bushels of soybeans from 70 
million acres of cropland. 

In only 24 years American farmers have expanded 
soybean acreage in the U. S. by over 276 percent and 
increased soybean production by over 488 percent. 

The growth of the U. S. soybean industry has, to a 
large extent, occurred at the expense of other commodities. 
Paes oe Ole U. oc. eCropland planted to the four major 
commodities, 12.3 percent was planted in soybeans compared 
mice oe percentetor corm, «ll. ll percent for cotton, and 
Si.285On wheat. 

In 1979 soybean acreage amounted to 32.8 percent 
Compared) to 32.3 percent for corn, 5.8 percent for cotton, an 
29.0 percent for wheat. 

The growth in boybean acreage has resulted in 
a relative decline in acreage of the three other major 
commodities grown in the United States. 


This phenomenal growth in U. S. soybean acreage 
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has occurred primarily from free market forces. Unlike other 
commodities, soybeans have been relatively free of Federal 
price supports since 1955, 

Today the only price support mechanism in effect 
for soybeans is the loan program and the market Drice sfor 
soybeans has normally been well above the loan level. 

There is no target price for soybeans and one has 
never existed because soybean producers have opposed this 
program, 

Also, there is no reserve program for soybeans for 
the same reason. Soybean production in the United States 
has grown more rapidly than any other commodity. 

The increase has been spurred on by rapidly 
increasing world demand, which has, in turn, caused higher 
soybean market prices. 

Farmers have responded to these higher market 
prices by increasing their production. Periodically, prices 
have declined as a result of temporary oversupply situations. 

In those years farmers have responded by reduicng 
their production. The free market system has benefited 
American soybean producers by providing them with adequate 
income from their soybean production, 

While the free market system provides the incentive 
for very good prices, it also includes a risk of low prices 
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1f world production outstrips demand. 2 


Faced with the risk of low prices, investors have 
been hesitant to continue expending large amounts of money 
necessary to clear and cultivate land in South America. 

While it is true that large increases in South 
American soybean production have occurred, the Ma JOVUCye odd h 
growth was initially stimulated by U. S. intervention in the 
free marketplace in 1973, 

The current embargo on shipments to the Soviet 
Union is expected to again stimulate large investments in 
South American oilseed production, at the expense of U. S. 
soybean producers, 

Mr. Secretary, the American Soybean Association 
feels future commodity programs should involve greater 
reliance on free market forces, 

Programs which stimulate domestic and foreign 
production through high loan levels should be avoided. The 
loan level should be high enough to protect soybean producers 
from financial ruin during any one year, but not so high as 


to interfere with normal price trends. 


The Federal Government should not interfere through 
the use of export embargoes or other restrictions. The 
result will be a more profitable agricultural industry and 
a more efficient American food production system. 


The Federal Government can do one thing, in 
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particular, to help American farmers in the future. 12> 


America's transportation system threatens to become the larges 
Sod leeulititingstacton to. increased-U.'S. agricultural 
production and exports. 

Without a means to efficiently move farm commodities 
to urban areas and to the ports, farmers can only look forward 
to lower than optimum prices. 

Federal assistance to revitalize America's railroad 
and expand U. S. barge shipping capacity is mandatory if we 
are to offer farmers the opportunity for profit and expansion 
Sav. ASL culeurad exportsyine thes future: 

thankeyouy,) Mr. sSecretary . 

SECRETARY BERGLAND: Thank you. Now Mr. Irv Elkin. 


STATEMENT OF IRVIN ELKIN, PRESIDENT, ASSOCIATED MILK 
PRODUCERS, INC. 


Prank eyOU,ymMi. oeCretary.) eLeadmylrvabikin, 

President of the Associated Milk Producers, Inc. Hard working 
dairy farmers, working within the system, dairy price 
Stabilization program, Federal milk marketing orders, and 
import controls, have achieved unparalleled productivity. 

The performance of the National Dairy Price 
Stabilization Program has an excellent record of service 
Romeo. CONSUMNELS. 

The proggram is not designed to keep dairy farmers 


in business, but rather, it has successfully achieved its 
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goal of assuring consumers of an adequate Supply of aoe 


cally produced milk at a reasonable price. 

In fact, thousands of dairy farmers have exited fro 
dairy farming, but even with these reductions, daLrvetarning 
is less concentrated than literally all other commodities 
and those remaining can point with pride to a productivity 
rate accomplished by few. 

One cornerstone to such a desirable level of 
productivity is the assured stability accomplished through th 
price stabilization program. 

This system has provided us with improved herd 
genetics, modernization of milking facilities, and wide- 
spread scientific formulated feed rations. 

I certainly agree with President Carter when he 
Says that productivity is the key to curbing inflation. 

This is reflected in the resulting consumer benefits in milk 
anes dary soroducts cost.ithat are below “All Items... ~All 
Food," and "Non-Alcoholic Beverages" in the Consumer Price 
Index and "real" prices have been cut in half since 1950. 

Critics of the dairy stabilization program have sai 
that dairy should not be treated any different than other 
commodities, 

That view is incorrect--dairy is different. Milk 


is highly perishable so it must be sold from the farm 


quucelyeoreiteis lost. 
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Alternative buyers for milk are few. Other aa 


differences for dairy farming are: usually requires a large 
investment in unique production equipment, decision to raise 
heifers for producing herd must be made two years in advance, 
one way production "capability" reaction--easy and quick 
MeOwget Ouc =hbut slow “to get in" and the social impact ethat 
fewer individuals are willing to milk cows twice a day every 
day of the year, 

Incompatible seasonal variations between milk 
Supply and milk demand create market conditions under which 
totally free-market prices send incorrect signals to both 
producers and consumers, 

The milk price stabilization program prevents 
erroneous farmer reaction to unrealistic temporary price 
changes, which would be emitted by free-market prices. 

Mmeecienprice stabilization program is to continue 
its good record of stability and service to the general 
public, it must be recognized that certain volumes of dairy 
products must be removed from the market in those periods 
of unavoidable cyclical high production. 

The current quantity of CCC purchases of dairy 
products are generally below calendar 1977 purchases and they 
are comparable to the 10-year average of CCC purchases. 

Pieercect, nothing really abnormal is taking 


place now except that the current inflation rate has created 
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a reactionary environment which threatens this long- oe 


established and successful system. 

Federal milk market orders are essential to price 
Stability in fluid milk markets, Market orders provide the 
most honest system of milk settlement that has ever existed 
inethis country: 

Governmental suthority to verify reported usage of 
milk is absolutely essential to the function of adequately 
supplying consumer needs for fresh fluid milk. 

It is very discouraging to have this aspect of the 
system that has worked so well for both consumers and 
farmers attacked by headline-seeking inflation fighters and 
used as a fund raising gimmick by some unscrupulous con- 
sumer groups, when their real interest is not consumers or 
prices, but preservation of their own anti-productive 
Grgahization, 

Import controls have been weakened or in some cases 
ignored. One factor contributing significantly to CCC 
purchases is additional dairy imports. 

Concessions in the MUN Agreement will require our 
system to absorb an extra billion pounds of milk equivalent 
in 1980 and unrestricted imported casein will displace and 
cause CCC to purchase some 300 million pounds of domestic 


non-fat dry milk, 


While short-run considerations of inflation 
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139 
problems may cloud the issue, it must be remembered that the 


best long-run potential for supplying U. S. consumers with 
dairy products at lowest cost rests with a healthy and 
productive dairy industry. 

Obviously, Mr, Secretary, under the present system 
programs have endured the test of time. Mr. secretary, with 
your permission, I will submit a detailed written statement 
regarding the structure of American agriculture as it relates 
more specifically to dairy. 

We will address point by point each question 
raised. Thank you. 

SECRETARY BERGLAND; Thank you very much. Now 
Herman Propst. 


STATEMENT OF HERMAN PROPST, PRESIDENT, NATIONAL COTTON 
COUNCIL OF AMERICA 


Mra oecrecary, . am Herman Propst, a cotton, drain, 
and livestock farmer from Anson, Texas, and president of the 
National Cotton Council which, as you know, represents cotton 
producers, handlers, and processors from coast-to-coast. 

In our detailed statement submitted for the record, 
We pointed out that the current market-oriented cotton 
program is serving the nation well. 

It has kept supply and demand in better balance 
miereatasthe previous high price support/acreage allotment 
procramns, 
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140 
And when inflation and Government costs are taken 


into account, the real cost of cotton to consumers has 
declined. 

In addition, the program has provided an economic 
environment which has allowed cotton's market sharing position 
to improve. 

Cotton producers and all other segments of our 
industry overwhelmingly support the concepts of the present 
program and want it to continue. 

This afternoon we want to concentrate most of our 
remarks on the damages that would occur if commercial farms 
are severely handicapped or broken up to achieve so-called 
social goals. 

I can think of no goal more worthwhile or more 
important to the people of the world than that of providing 
adeguate food and fiber. 

American sgriculture has done an incredible job 
of producing food and fiber at a rate unequalled by any otner 
country. 

We export more farm products than any other nation 
in the world. American farmers today produce over 64 percent 
more crop output than their fathers did on the same number 
Of acres. 

One hour of farm labor produces 13 times as much 


food and other crops as it did 60 years ago.and seven or 


Acme Reporting Company 


(202) 628-4888 


+t eee eerste . nogoaliel qenw oo4 ma 


7 
-“ ar? 2 ~_- re) “I 4 «, — obey « J moous : > 


({ i\ 
4) | , » » aw OS use 5 .& 


Ih 2 ced yletevet 
a 

i | ny) 2. SCD i 
Hi 

1 } ” a4 Z a3 ri 


g 
é 
0 

4 
@ 
ts 
& 
nd 


+ 


7 Ye ‘< ' E svuoery esfk £ Ji + BS. “AE wOol Pt. [HOI 


. Vion 


: sesi7o YAS Ga? @tonbhoug mis) oxom rrogxe: of 


iMecied. hd. taeve eouepezm yebes rears ® (LED 22 ors Ofzow saggy 


. ath) sta eft ag, 2b) egertrd) aiedr cadt seetge aoRee 
: 


= > 


. 
J 


(ane a8 aentte EL epogkesg sodel wzat to od ong ml 


5 " : 


24 


25 


eight times as much as an hour of Russian farm labor SeReS Se 


But 1f we take a step backward by reducing and 
limiting farm size, our production of food and fiber will - 
decline and its costs will be higher, 

And when that occurs, how many more millions of 
people around the world will be unable to afford a good diet 
and how many more are going to starve? 

This is a vital question for agricultural policy- 
makers. Another vital question is the effect farm size limits 
would have on inflation, Unquestionably, one of the most 
effective ways to curb inflation is to hold down costs by 
increasing production efficiency. 

This helps keep consumer prices in check and makes 
us more competitive in export markets. A recent Council 
study compared the relative efficiency of small and large 
cotton farms in three representative areas of the Cotton Belt. 

In the Mississippi Delta, the total production costs 
for cotton and soybeans on the smallest farm were 12 percent 
and 22 percent higher, respectively, than on the largest farm, 

On the smallest farm in the Texas High Plans, the 
costs of growing cotton and grain sorghum were 23 percent and 
Zowpercent higher. 


Commercial farmers simply have more flexibility and 


more options in combining resources which minimize cost. This, 


in turn, means lower consumer costs for foodwand tiber. 
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Farm census data also indicate that cotton yield” ~ 
increases with farm size, In some states, yields on larger 
farms averaged over 40 percent more than on smaller operations. 

And in all 14 major cotton-producing states, the 
largest farms had yields 19 percent higher on an unweighted 
average basis, 

We have shown that, at the same yield levels, 
larger cotton farms on the average have lower production costs 
than smaller farms, 

We also have shown that average yields on farms with 
larger cotton acreage are higher than on those with less 
GQOccon, 

Taken together, the greater efficiency of resource 
use and the higher yields of the larger farms mean very 
substantially lower costs. 

We must recognize that there are efficient operations 
of every size -- from several acres to several tens of 
thousands of acres -- depending on soil, climate, management 
eapani lity ..and other factors. 

Greatest overall efficiency is obtained by allowing 
each operation the fr-edom to develop a whole array of 
resources to its maximum benefit. 

This is the genius of the American system, and it 
has given us an agriculture that is the envy of the world and 


one that is essential to feeding and clothing the world. 
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Why is agriculture being singled out for ener 


attention to its structure? In the nation's manufacturing 
Sector, .Or example, the largest 50 firms account for a 
fourth of all value added by manufacture. 

HierycOntrast, the largest 50,000 farms account for 
Prue wompercent Ot farm cash receipts. Is agriculture getting 
attention to its structure because it is more vulnerable to 
Government manipulation than other sectors? 

Is it because more direct Government benefits come 
POwagriculture in the form of price supports, irrigation 
facilities, and so on, and through threat of withholding these 
benefits, Government can more easily control? 

Will the next target by the oil industry or 
automobiles or steel? And if Government is successful in 
gaining more control over agriculture and other industries, 
will the result be similar to the experience of the railroad 
industry, whose structure has been virtually controlled by, 
Government for many years and which now, through necessity, 
is being deregulated by Congress? 

And even more important to the future of our nation 
are these questions: Are we now GOlngGutLO Ss ay.) (Oo ,Our people 
that the American dream has been repealed? That they can no 
longer tell their children apout unlimited opportunity? 

That a person can no longer go as far as his talents will take 


a 


him? That if he chooses to farm, Loew eve On em On 
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144 
-number of acres and no more? 


Freedom to use our talents to the maximum made us 


the greatest nation on the face of the earth. We should think 
long and hard before we limit that freedom. Thank you. 
SECRETARY BERGLAND: Thank you very much. Now 

co Mr. Eldon Netz: 


STATEMENT OF ELDON NETZ, MEMBER, BOARD OF DIRECTORS, 
NATIONAL MILK PRODUCERS FEDERATION 


Dairy cooperatives have always played a vital role 
in the formulation of dairy programs. Strong dairy coopera- 
tives have been essential to their effective operation. 

| It is therefore of primary importance that Government 
policy be that which will not impede the effective operation 
of dairy cooperatives in carrying out national dairy policy. 
Thieendti Onalepoiicy can) bescompared to as tireec= 
legged milk stool. The trio of programs which implement dairy 
policy are the Dairy Price Support Program, the Federal Milk 
Marketing Order Program, and a system of import restraints. 
The orderly operation of all of these has provided 
an effective dairy program over many years. It has assured 
dairy farmers a degree of stability which has permitted them 
to plan ahead, 

It has provided the consumer with an abundant 
supply of wholesome dairy products at reasonable prices and 


at more stable prices than would have existed without the 
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145 
program. 


It has done so with a minimum of cost or Government 
intervention. It is recognized that production is currently 
running ahead of market requirements and that the cost of 
Government purchases is presently rising. 

However, it must also be recognized that events can 
quickly change, as they have done in the past. As a result, 
this combination of programs has been recognized by others as 
a commodity policy which has been effective both in under- 
writing milk production income and in maintaining the family 
farm structure, 

The Executive Committee of the Federation has 
therefore adopted the following: "For dairying, government 
programs should continue to be those which develop markets 
on which a viable efficient operator can rely and into which 
he can sell his products at reasonable prices, rather than 
relying on a system of reduced market prices plus producer 
payments, which in turn inevitably result in production 
control programs." 

VetethismoarryepOlLicy ——~s LONiS@trlorol pLrogralse—— 
Gemnot a complicated structure. \ it is designed* to provide 
the producer's return in the marketplace and to provide 
stability in the pricing of a highly season commodity such as 
milk, 


The Dairy Price Support Program provides for 
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Purchase of dairy commodities at pre-announced levels from 


milk plants which, in turn, is intended to establish a mini- 
mum price for milk received from farmers. 

The Federal Milk Marketing Order Program provides fo 
a classification of pricing so as to induce milk to be moved 
from manufacturing plants into the urban areas for fluid use. 

The program of import restraints is to assure that 
neither of these other programs, nor the price in the 
INarketplace, is undermined by foreign imports, many of which 
are subsidized as they move into international trade. 

The success of this policy can be upset, however, 
if any of these programs is misdirected. The most flagrant 
example of this was during 1973 and 1974 when major expansions 
in dairy product imports were approved as an inflation con- 
trol move, 

The result was suppression of farm prices to the 
point where sharp reductions in production took place. Dairy 
farmers, demoralized by this move, with a loss of confidence 
in these programs, did not respond to the needs ofthe 
market, 

What followed from mid-1974 to the end of 1975 was the 
most rapid and uncontrolled escalation of dalrv-product prices 
ever witnessed, 

Today the dairy industry is concerned about an 


effort to undermine the Federal Milk Marketing Order Progtam 
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through a chance in the pricing of reconstituted milk which 


would permit such a product to carry a product price lower 
than that for fresh fluid milk in many of the 47 individual 
market order areas, 

Such a move would virtually destroy the highly effec 
tive market order system of pricing which has worked so well 
and been so well accepted, 

The Federation is continually reviewing these 
programs so as to make recommendations, both legislatively and 
administratively, which will update these programs to changing 
eondi tions. 

We are doing so at the present time; recommendations 
will be forthcoming, In summary, however, we believe the 
basic structure of these programs is sound and that it should 
continue in the future to provide the basis for a sound 
workable national dairy policy, 

I am submitting a written report on the current 
Meeues manosthank you, br, secretary. 

SECRETARY BERGLAND; Thank you very much, 

Mr, Netz, And our next panelist is John Saunders with the 
National Pork Producers Council. 
STATEMENT OF JOHN SAUNDERS, NATIONAL PORK PRODUCERS COUNCIL 

Mr, Secretary, ladies and gentlemen, I am 
John Saunders, a farmer from Northwest Missouri, On behalf 


of the half million pork producers throughout the United 
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States and the National Pork Producers Council, I first 
want to commend you and the United States Department of 
Agriculture Staff for initiating a series of meetings, which 

was culminated into this summary session here today. 

Pork producers are seeing our industry from a 
whole different perspective today than they were a year ago 
when the series of meetings on the future of agriculture 
structure began, 

We are on another side of the cycle. We have what spme 
maverso aptly calledva “hogicrisis”™ on our hands.» Pork pro= 
ducers are marketing hogs at $12.00 per nead. 

We applaud you, Mr, Secretary, for your immediate 
Beaponseweiemight point gut in the first week of your 
Purchase Program your cost to the Government was approxi- 
mately 20 percent less than it was just last fall when you 
purchased the same type of pork product. 

This resulted in a savings to the taxpayer of 
over a million dollars in just the first week of purchase 
alone, 

And I think this is a good example of how Government 
and industry can work together for mutual benefit. This 
purchase program is helping to stabilize and even improve 
our market price, and it is a good example of how the market 


is affected by psychological boost. 


We are thankful that this was designed for a 
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mOsitive effect..«|The grain embargo, however, had just the 


opposite effect. Markets responded negatively long before 
there was a bushel of grain affected, 

mMeseurrene hoggcrisistis initially thesresult of 
Over~-supply. We admittedly produced ourselves into a dilemma. 
We don't expect to ever change completely the cycles of supply 
but we do hope to moderate the peaks and valleys so that 
swings in supply and market price will not be so drastic as 
in the past, 

The industry can manage this in time. Mr. Secretary 
we can talk for days about farm structure and planning for the 
future, long term, but the question I pose is more profound 
than it may seem. 

I ask you and the whole agricultural complex if we 
can't, with a reasonable degree of assurance and confidence, 
plan short term,how can we plan the structure of agriculture 
long term? 

Mr. Secretary, we are here today to talk about farm 
structure of the future. We will and are discussion a 
variety of issues and factors affecting the size of farming 
operations and whether the family farm will continue to exist 
or if corporate agriculture will take over. 


This many-faceted subject is camouflaged by a host 


of factors. But the primary problem we face is not so complex 


but is basic, simple and fundamental. 
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it 1s simply this: Where will our farm policy be 


decided in the future? In the State Department, by the White 
House Public Relations Staff, in the Department of Commerce, 
by consumer activists or by the United States Department of 
Agriculture where it should be? 

These are problems not preculiar to the present 
administration, but have been with us for several past 
administrations. 

The on-again, off-again, knee-jerking type of farm 
policy that has frustrated farmers for 20 years will thwart 
Pave OLans stom ine structure of agriculture fon the song term 
omasnort term. 

This is through no fault or reflection on your 
Pertwee si .Outethe, plan simple. fact on the farm scene. If 
requires some three years to plan a mating and market a beef 
animal, 

It takes 18 months to produce a gilt and market her 
pigs, It requires a year to plan and harvest a grain crop. 
If agriculture in America is going to feed our 220 million 
people, long term, and export $30- to $40 bid lioneo us -oOdedania 
fiber annually to help with our balance of trade, it will 
require much greater understanding by the leaders Otmtiis 
country and the consumers, 

Farmers can adapt to change and cope with crisis. 


They will not and cannot continue in business with 
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frightening uncertainty, gross misunderstanding, and eae ae 
a total lack of appreciation. 

In closing, I would say that our concern in MPCC -- 
and I am sure you can share this concern, Mr. Secretary -- 
is for the young farmer and farm families who have just 
recently started and others who desire to start farming 
operations. 

Their survival is of utmost concern to the future 
of not only our swine industry, but to the future of 
agriculture in general and must be considered COPRD Gt Oe cy 
Bereany planning for long or short term structure of 
agriculture, 

I would like to thank you again for this opportunity 
to appear today on the program. 

SECRETARY BERGLAND: Thank you very much, And 
now to Tom Barlow, 


STATEMENT OF TOM BARLOW, SENIOR PROJECT STAFF, NATURAL 
RESOURCES DEFENSE COUNCIL 


Mr. Secretary, the Department of Agriculture can 
no longer ignore the increment of soil resource wastage that 
is a consequence of current agricultural operations. 

Just as the Department projects tonnages of 
Production of various quantities of commodities, the Depart— 
ment should project the volumes of soil loss that are 


anticipated as a result of production operations. 
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The Natural Resources Defense Council urges the 


Department to tell the Ame-ican people that long with pro- 
jected volumes of wheat and corn that are expected to be 
produced in a given year, the lack of varying levels of conser 
vation practices on the land can result in the wastage of 
respective varying amounts of topsoil. 

Currently, 4.8 billion tons of soil erode each year 
from agricultural operations. This soil goes just as if an 
earth grader started at one edge of the continent and shaved 
the soil off the land as it moved to the other end of the 
continent each year. 

Does this loss of topsoil involve land use planning? 
It certainly does, Without conservation practices installed 
on the land and operated properly throughout the year, the 
farmer can anticipate varying Berne cee eroding from his 
fields just as he plans for yields from the seeds he is 
planting. 

Does this loss of topsoil constitute federal land 
use planning? It certainly does to the extent that the 
Federal Government with its loans, price supports, crop 
insurance and all the other financial underpinnings it 
provides to keep the farmer Produc ING; mtu Cemex Let cmele tc ue 


Federal Government enables the farmer to keep stripping the 


topsoil from his land every year. 


America's farmer have shaved the topsoil profile dow 
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rapidly in recent decades. The rate of loss has reached 
crisis levels and the soil inventory that remains must have 
better safeguards. 

An increasing national and world population wants 
to purchase the productivity of this resource base. Farmers 
are dependent on the vigor of this resource base. 

The cost of fertilizers is rising sharply. When 
commodity prices fall, as they do periodically, one of the 
ways to reduce the cost of production to try and sustain 
Mrortts 1S to cut back fertilizer expenditures. 

But the soil resource quality must be there when 
fertilizer usage is reduced or production falls and the 
farmer faces financial losses. 

And as one farmer depletes the land and sells the 
land to another farmer, that farmer is unknowingly saddled 
with higher costs of production if he is going to stay in 
business, 

We would like to explore the extent to which current 
agriculture commodity programs coerce soil losses. With no 
requirement for the application of conservation practices on 
the part of the farmer in return for receiving) the Federal 
Esole tance, all-out production beyond prudent limits of 
resource base use is encouraged. 

And as the "unwisely secured" increments of 


production churn into markets and tug down prices, even as 
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prices may be rising, farmers who do right by their land are 
pulled into unwise cropping practices simply to maintain profit 
margins. 

That is the type of resource abuse that the USDA is 
coercing today. By supporting farmers who abuse their land, 
the USDA is inexorably pulling prudent farmers toward similar 
abusive practices. 

Another problem area, the economic problems for 
America's farms are being compounded by the USDA programs which 
coost production. 

In the current RCA documents there is a major 
emphasis on effots that could be funded by the Federal 
Government which would increase production, particularly in 
the water resource area. 

Attached is a thesis of ours published in the 
Jackson, Mississippi Clarion Ledger, 6-25-79, which sets forth 
the economic impacts on farmers of past production-boosting 
efforts of the USDA. 

Quite simply, as the USDA generates crop volumes 
through these efforts, prices are weighed down and farmers are 
forced to take shortcuts to maintain profit margins. 

And then the Department has the audacity to preach 
Conservation to these same farmers. Thank you, br. secretary. 

SECRETARY BERGLAND; Thank you very much, 


Mr. Barlow. Incidentally, a number of you have submitted 
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attachments and charts and exhibits for the record; and those 


(Sy) 


will be included for public inspection, even though we may 
not put them, because of duplicating problems, in the record. 

Now we will proceed until 2:45 with a discussion. 
Tynhave-at least one question for each of you.* Mr. Aves, you 
have made frequent reference to the free market. 

Times have changed in the farming business, of 
course. I grew up in a farm in which we were highly diver- 
Sitited, ana that was typical of ‘the 1930's: 

Farms had horses and dairy herd and a small flock 
of chickens and pigs and almost everything. The mechani- 
zation comes in, technology comes along and changes all of 
this, and now -- it used to be you fed the feed you grew 
and you grew the feed you fed. 

I have been on dairy farms in California where 
they grow not a pound of feed and grain farms in Illinois 
where they have not a bit of livestock, and so we have 
engaged in trade, one farm with another. 

Half the production “onfarms “today tis'’soeld to 


another farmer, so the farmer becomes a consumer in that 


COMLEXt. 


But now it has gone 


States, and world trade is an increasingly important part 


of not only our domestic agricultural economy, but increasingly 


persons in the world are depending upon the United States 


beyond the shores of the United 
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to supply them for cash a commodity for which they are 
prepared, able, and willing to pay. 

So we have to deal in the market that is inter- 
national in scope. When you refer to free market, I suppose 
you are talking about constraints on domestic production. 

And you realize what we are up against when you 
are dealing with the Export Club, the world's largest grain 
corporation, solely owned by the Russian Government, and the 
barriers to trade which are imposed by sovereign nations. 

You recognize that. Would you want to define for 
the record your definition or understanding of the term 
"free market." 

MR. AVES: We, of course, are very much opposed to 
any kinds of limitations on the amount of production that we 
can do on the farm, any limitation on acreage. 

We, mOLeCOUDSE, sale against any type of reserve 
program. We have been all the way along. You know that. 
Over the past 10 years -- I will call them the last 10 
years -- you are fully familiar with what tremendous achieve- 
ments soybeans have made for the American farmer, and it 
has been basically done through the free market system. 

The only thing we have from the Government that 
is direct in any kind of payment would be the loan payment 


for farmers, 


We do need that program, and we are not talking 
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about the free market. We recognize that. But there are 
simply things we can't get along without. 

Some farmers, because of stress at certain times 
of the time, because of possible poor crops, maybe poor 
management of some type, maybe poor sales, he may need to 
have monies available to him at lower interest rates. 

So we do need that program for farmers, and we 
do recognize that. We also need the availability of funding 
to help us, | 

We also need your help in research. So all of 
these things, of course, we recognize. We need Government 
help in that. But as far as farmers being told they can only 
grow SO many acres of soybeans or something like that, this 
is what we are really concerned with as far as the free 
market system is concerned. 

SECRETARY BERGLAND: Soybeans compete with a 
MHnOle tot of O115 in the world. What you are saying is 
you do not believe it appropriate to have a Government 
program for soybeans. 

MR, AVES: We do not. Also, of course, the 
limitations of sales when embargoes are established. Each 
time that happens, this disrupts the commodity markets, 
it disrupts farmers! thinking. 

For example, this last one, the one in 1973, was 


a catastrophe. This one here today,we are living with now, 
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we feel is going to be very detrimental to us and ‘in future 


years because even though we may be selling a lot of this 
crop, we were going to sell to Russia. The Russians are 
purchasing from South America and I understand are purchasing 
at above world prices, 

When they do this, purchase above world prices, 
this gives the South American countries an opportunity to 
expand, and this is expansion, | 

Once they expand, they do not back up. They are 
going to be harvesting those acres, So we are concerned 
with that expansion that could happen down there, and this 
is part of the reason for our being against the reserve 
program is the fact that once you guarantee prices at a 
certain level, this gives those people in South America or 
other countries who want to produce soybeans the opportunity 
to expand because they know what the price is going to be 
and they can price a few cents under us. 

SECRETARY BERGLAND: One last question; The world 
is, unfortunately, an imperfect place. We can't control 
the Russians, and we have the peaai aA tragedy and, 
unfortunately, these things come up from time to time, and 
it is not our fault -- yours or mine -- or anybody in this 
COUNtIY, 

It is just one of those things that take place 


that we have to live with as best we can. The problem we 
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have is that those things come unexpectedly. 

Your industry, your growers, and others are 
adversely impacted by it. Let's assume that the Iranian 
market had been a large chunk of our export traffic. What 
would we do; you and me? We would be up against it, given 
a Situation today. 

Do you think we ought to have some stand-by 
mechanism to help work our way through tragedies like the 
Iranian matter, had that had a significant market impact 
on the industry? 

Would that be something we should look at? We 
don't have anything now. We deal with it clumsily on an 
ad hoc basis. 

MR. AVES: I think, Mr. Secretary, probably if 
there were more CCC credits available, if there was a 
revolving fund available that you could control yourself, 
that you could look ahead so many years and know that you 
had so much money in the CCC credit area where our crops, 
as you see them being expanded too rapidly, that youscould 
expand some of those funds to move some of those crops 
out, to have these monies available to the developing 
countries. 

I think this would help a great deal--market 
We can see tremendous strides that can 


development to us. 


be done, and I know you ere fully aware of all the market 
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development work that has been done by our group, by corn 


growers, by wheat growers--I can't name them all. 

There are 40-some cooperatives you have, and each 
of them is doing a fantastic job. But we are short of 
funds. 

And certainly if there was more funding in that 
area -- and, of course, I am asking for Government help 
again -- if we did have that, it certainly would make a 
tremendous difference in the surplus we have today. 

I think most of those could be moved if we had 
the opportunity to show people in other countries how to 
feed our grain, how to produce it, how to produce better 
livestock. 

SECRETARY BERGLAND: Okay, Sir. Mr. Elkin, I was 
in Pennsylvania a couple of weeks ago, and while there I 
was on a farm of a father and a son who operated what 
appeared to be a profitable dairy--perhaps a hundred cows 
Gia SO. 

It was a well-mechanized farm. It was an older 
farm. But it was well-managed and well-kept. They were 
telling me that they had plans -- the fathet lacep ansaas 

to retire and sell to his son--two sons, lI rele willie A 

One was coming home and they were going to apply 


4 Seat ae . = +} tay 
for an FHA loan to double the size of me aaitry farms toygo 


eromelLOO ito 200. 
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We know that dairy surpluses are starting to show 


up, and they are not yet an overwhelming problem, but they 
need to be watched. 

Do you think we should use Government credit as 
an instrument of overall policymaking? In other words, 
in that case when we know we are building a dairy surplus, 
should we make them an FHA loan to double the herd size? 

Is that a proper role for Government? 

MReVELRIN: ©a Can ®see)>theypoint of your questions 
It is certainly something that is tough to answer. One thing 
we have watched very closely in the dairy industry, as you 
well know, is the number of cows overall--whether in 200 
cow herds or 20 cow herds--we look at the overall herd. 

And as we have watched over the last years, that 
has been reduced about one percent a eee, It has gone on 
down to less than 11 million head. 

~ don'taknow about the high, but 30 years ago 
we had double that; 22 million. We haven't been as concerned 
over where the cows are located as the overall herd. 

That poses a question. I guess I find Le eoarde.co 
answer, and I just don't know how to explain it. It gets 


into a different area, I guess, than we are in normally, 


I guess, as far as the dairy-industrysitseifeis concerned. 
SECRETARY BERGLAND; I would like you to think 


about this matter, and when you are ready, come back and tell 
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me, would you, because I am up against this on this one, and 


this is something we want to look at very carefully. 

I am going to talk to John Saunders later. 

MR, ELKIN: Obviously, what you are saying is you 
are wondering, wouldn't that, in a sense -- and I am thinking 
as we are talking here -- I guess if you had Congress behind 
you on something like that, it seems it puts the Government 
in a position of playing God as to what size this herd should 
be because obviously we have herds much larger that have used 
FHA financing. 

SECRETARY BERGLAND: I guarantee that is true. 

MR, ELKIN: You are wondering, looking down the 
road -- are you talking about periods when we might be 
talking about overproduction, whether that can be curtailed? 

SECRETARY BERGLAND: Yes. 

MR, ELKIN: It is a good question, something we 
should give thought to. 

SECRETARY BERGLAND; It has never been thought 
of, at least not seriously, but we are looking at the role 
of Government credit in the farming business in the context 
of the 1981 legislation. 

If we need to change the law -- Howard and his 
people are looking at this -- we are always criticized for 
the right hand not knowing what the left hand is doing, 
and here is a classic example. 
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MR. ELKIN: The other question I guess I would 


have to use here is the unfairness aspect--maybe the year 
before -- and you know about the nature of dairy -- where 
that loan would have been granted to a neighbor and then 
the next year could not be granted to him or five years 
before and that neighbor being in a position to getting 
Other financing to expand. That is why it is a tough one 
to answer. 

SECRETARY BERGLAND; Okay. We will have to move 
DimnerceeMr. Propst, 1 want to allay your fears as to the 
intention of this hearing. 

It is not intended to create an atmosphere which 
would provide for Government takeover. What I am Cryingeco 
Sort out is again getting set for 1981. 

I have been involved in Government policymaking 
for almost 30 years, and you have for about that same length 
oO. Cine, 

And usually committee hearings are held in Congress 
and expert witnesses are brought forri pala onpO.t ti car 
solution is found to an economic problem, 

And oftentimes it makes no sense. We have had 
cries from one end to have more Government inv farmincgeand 
others say less, and we are trying to figure out what 


proper Government role should be, 


There is no such thing as a neutral Government 
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Percy neved! | haveljan etfect, including tax policy. Bee 
So we are not setting up a takeover here; we are trying to 
figure out ~- in:the case of::the cotton lindustry, I listened 
to wnat you said carefully, 

You talked about the relatively efficiency of 
larger farms, Are you suggesting that Government subsidy 
should be limited then in some way;:because the larger 
farms are more efficient, they need less help-- I guess that 
Poewoiateleam getting around to <= than the small farms? 

What is the Government role in the cotton industry? 

MR, PROPST: Mr, Secretary, it would appear that 
with the commodity cotton, which is a worldwide commodity, 
that possibly as far as legislation is concerned a loan 
level that would not encourage production for the loan, simply 
something that could be used for short term or Credite pur 
not certainly high enough that producers can produce for the 
loan because then the Government becomes the owner of the 
SoOcLton. 

We feel there should be a CCC loan that farmers 
can use where they can retain title to the commodity and 
thereby they can seek the time they wish to sell for their 
best advantage. 

We do not feel that agriculture because one farm 


has 2,000 acres, the next farm has 200 acres, that there 


should be any difference in the loan price tor tic estarget 
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price or the tax structure or the appreciation schedules or 


investment credit, There should be no difference there. 

SECRETARY BERGLAND: It should be treated the same 
regardless of income? 

Meee ROPST:PeThat 1s true: they should be treated 
the same. It is difficult, as you have spoken many times, 
how difficult it is for young people to enter farming. 

Mr. Secretary, it was difficult 30 years ago. My 
father tells me it was difficult when he started, and I know 
it was difficult when I started. 

And “I don't anticipate any time in the future that 
memwon! tebe difficult, 

SECRETARY BERGLAND;: I have no basic argument with 
your thesis regarding Government price supports in the 
cotton business, I think you are right: that is an appropriat 
Federal role, 

But getting back to the small farms that have a 
much higher cost of production than the larger farms, should 
the Government help them? Does it matter whether we have 
small cotton farms or not? 

MR. PROPST: Mr, Secretary, I hope we maintain the 
family size farm because if it Ve gone, Clelmetaeame Gone. 

SECRETARY BERGLAND; You mentioned the relative 
efficiency of the larger farmer compared with the small 


cotton farm in several states, 
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I don't know what large and small ee any that 
context, but the larger farm has certain economic advantages 
that the small farms don't have. 

The question is, then, should the Government help 
those small farms or should we leave the whole ChingeLo 
chance? 

MR. PROPST: Mr. Secretary, I again don't think 
I am aware enough of the actions of Congress to set a 
program that would differentiate between the help to the 
small farmer and the large farmer. 

But I suppose what we are looking at here is a 
commodity. ‘We must produce a commodity that we must sell 
to a market. 

I think one of the areas that could be most 
Weterud stor the cotton) industry is a revolving fund for CCC 
credits that countries that have a record of payment can 
use these funds to buy the commodities. 

I believe it was mentioned with soybeans that it 
has worked well, and these commodity programs, these loans, 
they actually make the taxpayer of the United States money. 

They don't cost the taxpayer; they provide a 
foreign country that wants that product with the means to 
ete t 

Teed aha turn, helps the balance of payments, and 


these acres that produce this cotton that they need and they 
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want then will not be shifted to wheat, feed grains or other 


crops that are in oversupply. 

Fowler jase getting backs to. the?point of show much, 
increased or decreased, assistance they would be giving to 
foe omall farm’ =--“and I am not really sure in my’ own mind 
what a small farm is -- I can't answer that. 

The work that was done here was to show the 
difference in cost in a small farm and a larger farm, simply 
that the larger farm has more flexibility in operation. 

It has been able to use management more efficiently 
and, in all probability, been able to use the machinery to 
greater efficiency. 

I don't really see how you could treat a commodity, 
a single commodity that is going into a single market, 
general overall market. 

SECRETARY BERGLAND: One of the problems we have 
on this matter--a large-scale landowner can take advantage 
of the capital gains tax law and a small-scale tenant cannot. 

And so it is argued that the large-scale landowner 
has the subsidy that the small-scale tenant does not enjoy, 
and we are trying to figure out what do we do abouts that, 
fteany cing. 

And we don't have time to carry this one on today. 


MR, PROPST: Are we talking about long-term 


capital gains on cotton? 
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1 SECRETARY BERGLAND: On land. hank you very much 


‘ape 3. 2|| for your testimony and, Mr, Netz, you have made reference 


ache to the problems posed by subsidized imports from places like 
4 || the European economic community, 
5 And I understand what you have said, and I agree 
6 fully and completely, The U, S. dairy industry is as 
7 || efficient as most in the world, but you can't put up with 
Paptne force of the Treasury. 
3 What about a place like New Zealand where they have 
10 |} a grassland based area economy, By any standard, it is an 
my efficient dairy producer, Should we be afraid of them? 
12 MR, NETZ; I think on a competitive basis I don't 
13 |} think we should be too afraid of them, lL thinkethesdairy 
14 || farmer can compete with most any foreign enterprise on a 
15 || competitive basis as long as those products coming in here 
16 || are not subsidized. 
VW SECRETARY BERGLAND: One of the criticisms of the 
18 || Federal market structure is that it tends to freeze production 
19 || in places where it should not be, 
20 We have a much higher cost of production in the 
21 || southeastern region of the United States than is the case 
22 || in Wisconsin, according to our enue: 
23 Do you think that we should by any way inhibit the 
24 || free flow and economic forces of the dairy industry that would 


; iry farmers in Wisconsin or in an 
25 |} in any way restrict those dair} farme a 
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other grasslands state from expanding their production and 


their marketing into places where the costs are higher? 

MR. NETZ; I think the marketing system we have 
stabilizes the milk flow. Of course we have alwasys been in 
favor of free flow of milk because we are in a high producing 
area, but I feel that the system that we have has worked 
very well and it gives a stabilization of the market both 
tO the consumer and for the producer. 

SECRETARY BERGLAND; Here again it gets to the 
Poacler el put sup =toeMr, "hikin. © “One®has ‘to*wonder.: "1 «wasejust 
up in the northeastern region, a very fine powerful agri- 
cultural region generally overlooked, unfortunately, because 
Peels mot a cash grain company, but it is “an important live- 
stock producing region, 

The question is whether we should use our credit 
structure to help foster and build a livestock base economy 
in that region because livestock is all it would be. 

Tteis not corn and soybean. =~ They don't have the 
land, the soil, the weather for that. Then, conversely, 
should we make a loan to a family who wants to start a dairy 
business on land that is better suited for corn and soybeans 
or should we leave those kinds of decisions to the marketplace 
completely? 

MR. NETZ: I think you should leave those decisions 


to the marketplace, Here again, you are touching the "subject 
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of credit, and I am in the same position Mr. Elkin is ibe a 


I guess, but it comes to the question of whether you 
Subsidize a commodity that isn't efficiency to operate in 
a certain area. 

Do you help a farmer that can't produce efficiently 
just to keep him in business? I don't feel you should, but 
when you are talking about the young farmer in this other 
Boo emyOuspresenctedsto Mrssklkin, there again a thinksit 
depends on the situation. 

I think the number of cows overall is the important 
factor. -I don't think you should subsidize a poor economy. 

SECRETARY BERGLAND: Well, this gets a little far 
afield, but I have a couple of neighbors up home in the 
dairy business, one of whom inherited the farm from his 
parents, paid the inheritance tax, but accumulated a 
substantial inheritance. 

The next neighbor did not and has struggled and 
worked and saved and really worked very hard to stay alive. 
But because of tax policy, one has an enormous advantage over 
another. 

And that is a fact, whether we like to admit it 
or not. Do you think we ought to do anything about that? 

MR. NETZ:. 1.dontt. feel thatethateis angthegrole 


of Government, 


SECRETARY BERGLAND; What about the inheritance 
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tax? By tax policy we have granted one farmer an advantage 


Over another. 

MR. NETZ: Okay. I feel that the inheritance -- 
probably should be some relaxing in inheritance tax. 

SECRETARY BERGLAND: We should give the one who 
inherited land a greater advantage? 

MR. NETZ: No. Well, you said let the family pass 
on, the farm pass on, through inheritance without such a big 
inheritance tax. 

SECRETARY BERGLAND: What about people who don't 
inherit land: how would they start farming in that kind of 
a setting? 

MR. NETZ: Okay. They have to start just the same 
as everyone else. It is a matter of economy, I think. I 
don't feel that you should help that man other than maybe 
if it is a young farmer maybe he should get some relief throug 
the fellow who sells the farm to him through some tax break 
or other. 

SECRETARY BERGLAND: Equalize the advantage? 

MReaNETAZs: Yes. 

SECRETARY BERGLAND: Okay. Mr. Saunders, I had a 
call from a member of Congress the other day who has within 
his district a person who for years was a feed store dealer 
and two years ago was so attracted by the swine business 


that he went in first class with a $250,000 investment in a 
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breed swine herd and is not going to make it. Question: 


Should we make that person a loan? 

MR. SAUNDERS; Well, I was thinking when you asked 
the question -- 

SECRETARY BERGLAND: Because I am convinced, you 
See, there is nothing wrong with the price of pork that a 
10 percent production in the swine herd won't cure, and that 
forthe only cure, T° think*< 

MR. SAUNDERS; We agree with that. 

SECRETARY BERGLAND: We are criticized because we 
don't have the right hand in touch with the left hand, and 
so here we have a classic case of an apparent contradiction. 
What do you think we should do? 

MR. SAUNDERS: We have producers who say that 
possibly is the reason for our current oversupply--because 
of our tax structure and credit policy the people have been 
allowed -- for instance, professional people because oe tax 
Werrte-OLtS go first class; go-first class: 

I would think probably with regard to credit we 
Siould continue. “As’ I understand, “for instance, Farmers 
Home, they are available for those who cannot seek credit 
elsewhere, and perhaps we should let that apply. 

But in the case of someone like this, it is a 
tough question to answer. Certainly that person should have 
been aware when he went into business two years ago and made 
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that kind of an investment, he should have been aware of 


the risk involved. 

SOr it 41S ghard ito fanswer. 

SECRETARY BERGLAND;: It is kind of like my banker 
Says: inflation covers up a lot of mismanagement and you don't 
need to be very smart to buy low and sell high. 

And that is what we have had now for a good long 
time. And we are dropping the string on inflation, and now 
it is having a wrenching impact on persons who really bet 
that inflation would continue at 15 percent. 

So the question now is how do we deal with this. 

I have heard persons in your business tell me that the major 
reason why we have had this big build-up in pork production 
is because of the investment tax credits. 

beaom't know ifsthat is true, but thatlis what they 
allege--that investment tax credit has made it so attractive 
for persons looking for shelter to go into the pig business 
that it has been overdone, and now the question is what do 
we do about this. 

I have no problems with letting them go broke, but 
I know what happens: the heat comes on me to save these 
"small family farms." 

MR. SAUNDERS:. 2 Know, Mr. Secretary) (1t 1s tough 
for me to answer, but I would say that probably the commodity, 


individual commodities, I think, are going to have to be 
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handled differently. 

And what might apply to a cotton farm in Texas 
might not apply to my farm in Missouri. 

SECRETARY BERGLAND: Absolutely right, and there 
has been one feeling in Government policymaking--a tendency 
to lump everything together. 

MR. SAUNDERS: I think when you make policy like 
this, producers, people in that individual commodity, should 
have input into this policy when those decisions are made by 
Government. 

SECRETARY BERGLAND: I would like to have all of 
you think about these questions because we are not making 
policy decisions today; we are simply asking questions, and 
provocative ones at that. 

The decision will be made in Congress next pens 
when we bring these things together and start extending the 
arm Bill and Credit Act«and the rest that will have to be 
looked upon. 

Finally, to Tom Barlow. I was in Southern Iowa 
about a couple of months ago on the Missouri border in an 
evening meeting of the farmers and townsfolk. 

It started out to be kind of a general discussion, 
but quickly got onto soil erosion. Those persons told me 
that that had been cattle country, stock cow herds and calf 


production for feed lots, and it was rolling countryside, 
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Pucethe cattle industry went through a wringer a few years 


ago. 

Many of those stock farms were sold off where they 
had to get out of the cattle business. There was no way 
they could still alive economically. 

For a variety of economic reasons, they went from 
Cactlie tO grain farming. And I was on farms over in grain, 
corn and soybeans, and from an environment standpoint, a 
disaster. 

I talked with those operators. They knew it was 
a mistake. They knew what they were doing was wrong, 
couldn't be sustained, and yet they were trapped by economic 
circumstances, and cattle prices were low and soybeans were 
$10.00 a bushel. 

So they plowed up that grass. What do you think 
Government should do about that? 

MR. BARLOW: Well, that is one of the basic issues 
that has to be addressed right off the bat that farmers come 
ipewith . 

It brings up a whole spectrum of Federal land use 
control. I believe there is a lot of that marginal land, 
that there are levels of practices that can be applied to 
it, depending upon what you want to do Witheiet petite Cutt eniay, 
be marginal land in the general sense, Duce bUomCeLtadt 


degree of conservation practice applied, you could grow 
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wheat or corn or possibly even soybeans. 

Now the economics of it may be that as those 
practices are laid out that it just starts to look uneconomica 
to be engaging in that effort. 

But that is a decision that the farmer himself 
Should have to make. Now if you want to use that argument -- 
and we hear it all the time -- as the way to stop effective 
conservation programs from being applied in the country, 
you probably can effectively grandstand resistance to it. 

That would be unfortunate, we think. Farmers have 
a problem. The agriculture land is under serious stress. 

We would have a Federal Water Pollution Control Act today, 

Mr. Secretary, if industry in the Sixties hadn't gotten 
together --the leadership of industry hadn't gotten together 
and said, yes, we have got a problem, we need a structure 

that will treat everybody fairly and treat everybody the 

Same and, in effect, quietly got behind efforts at the passage 
of the Federal Water Pollution Control Act. 

So the industries who wanted to go ahead and wanted 
to do the job weren't unfairly hurt in the marketplace by 
industries who were going to hold out and not do the job. 

We believe that agriculture has got to come up 
with a structure that is applicable across the board to 


everybody that is fair and gets the job done, 


It can't be just a matter of shouting about not 
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enough dollar assistance coming to the compensation budget. 


Industry got their dollar assistance in the form of tax 
breaks and so forth, but first they said we have got to have 
a structure, and then the tax breaks and other forms of 
dollar assistance to municipalities and so forth came on 
line. 

It is easy for critics of the USDA's conservation 
programs to point at what they feel are -- have been monies 
that have been wasted on the building of farm ponds or what 
have you, landscaping of farmsteads. 

That happened early in the Seventies. That really 
is beside the point. There is money being wasted in the 
Federal Water Pollution Control Program. 

If you want to look at the effectiveness of how 
some of that money is being applied, but the public, the 
political establishment, doesn't complain about that wastage 
because they have a feeling of security that the legislative 
structure of the program structure is there to eventually 
deliver clean water in the United States, 

We don't have suchiia structure in erosion control. 
Miercemaresbenefits that that might achieve for not only 
soil quality but water quality, and I think the farming 
leadership has got to face up to it and do something about 
saley 

SECRETARY BERGLAND; Mr. Hjort. 
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MR. HJORT:; There are some general areas I would 


like to get into, and if we have some time, some specific 
questions, 

One is a follow-up on the use and care of our 
national resources, and I question directly namely the other 
five members of the panel. 

We have representatives here where we have a great 
deal of Government involvement in certain commodity programs 
and others where there is relatively little. 

I would be very interested in what your position 
is with respect to the role of Government on the use and 
care of our national resources: soil conservation, water 
use, and so on. 

Shoulcurce pee in Your minuse strict vera matter for 
eneeindividual and, if not, what should be the role’ of 
Government: greater than at present or less? 

That is one general question. If you will think 
about that one a minute and then I will go on to the next, 
the other general area. 

But I want to there address the question of 
efficiency, size of operation, and so on. What I would like 
to have each one of you tell me is in your area, given 
prices and deals and so on in recent years, not necessarily 
now, what size operation does it take to provide a decent 
family living--number of hogs, number of cows, number of 
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acres and so on, tod 


And given that if one is operating a unit of that 
size, do you believe that there are significant efficiencies 
LO be gained in. becoming larger or are most of the efficiencies 
being achieved at that size level that generate the decent 
amily. living. 

Withechatyeweawlll start with you. 

MR, AVES: Well, that is rather a long question for 
me. I would say probably the size of the farms in my area 
that probably operate the most efficiently are the ones that 
are done ‘basically by a farmer, his son, or maybe a farmer 
by himself. 

I would think of a farm of anywheres from 600 to 
#500 acres. JI myself work 1750 acres, and I have one son 
helping me. I do have a hired man. So we are working 
1750 acres with three people. 

merce jelikesleanmadolnomiteetticiently 9 i= think 
each person, though, has their own respective feelings about 
What they want. 

I may want to live a little different than some 
other people. Some people may be satisfied with less 
conveniences than I have. 

But I am going to say probably the size of the 
farm I would think of would be somewhere in the neighborhood 


of 800 to 1500 acres, and I think if you get beyond that 
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at this time, it gets beyond the effective area of management, 


although it depends, of course, if you have livestock -- and 
I am eliminating livestock in that figure. 

We also have livestock on my farm, but not a lot 
of it. I am anticipating another son coming home from school. 
so I am kind of producing a set of farmers here that I hope 
will be able to continue on. I am very proud of them. 

SECRETARY BERGLAND: Will the gentleman here -- 
what is the horsepower of your biggest tractor? 

MR. AVES: The biggest tractor is 250 horsepower. 

SECRETARY BERGLAND: What if it were 900? 

I have seen a 900-horsepower tractor in the Soviet Union. 

MR. AVES: Just because you get a good tractor 
doesn't mean you can work that much more. One of my problems 
es). Could work more efficiently if I had all the Jand in 
Sie area, but I "go 25 miles ‘from one farm to the next. 

Is there any more to the question? 

MR. HJORT:* Do you think units, say, of .800 acres 
in your area, if one has a unit of 800 acres generating, say, 
150,000 gross or so a year, are there significant efficiencies 
to be gained beyond that or do you think at that size you 
are about as efficient as you are going to get? 

MRee AVES: 2 think it is as¥eTtiicient “asy you ‘are 


going to get. I said 800 acres. Maybe I should lower that 


level to a farmer's age. 
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So maybe if you are going to a 60 or 65-year-old 


farmer you should back off 500 acres. 

MRevHJORT:) sWould yousgoswith’ the free-market 
strategy and research? 

MR. AVES: Resources -- as far as resources is 
concerned, I think you need a voluntary type of restriction 
as far as land use and water planning and things like this. 

I believe that farmers will change drastically as 
they see the advantages of soil conservation. If we could 
just look -- if we could just -- if someone came back from 
10 years’ ago and see how different we are farming today. 

For example, I haven't plowed any land for three 
years. We are doing soil conservation work, and it is coming 
about naturally. 

[steeiwalso,;) though,.thatebeing atmrhe?otnex 
extreme, that farmers do not accept responsibility if 
through volunteer programs they are not Gol nogmctoraccepe 
responsibility, we are going to have mandatory. 

But I think farmers will, given the education 
and opportunity, they are the first conservationists in 
the world. 

So I think we will. 

SECRETARY BERGLAND: Do you think we should make 
an FHA loan to a person in Southern Iowa who is bean and 


corn farming on a piece of land that should be grass? 
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MR. ELKIN: I think probably that if the man 


Sits down and figures out where he is ney be wie Fjslanhp wer jefs 
in grass, they will have it in grass; if he is going to make 
more money out of corn and soybeans, he will probably do 
that. 

I think each person is going to have to select 
pocehimse LEawhatehe is*going to’ do. “Pf the man realizes 
Heslsenotymaking a®profit, that things are not going right 
POrenim,sltereally don'tSthink wemshnoOuld=bai lohimiout; 81 
think he should go back to grass, and I think he should 
realize that himself. 

I will comment first on conservation aspect. Here 
is where we had the grassland programs, and then because of 
really in the early Seventies, 1973, when all grain prices, 
a number of exports, grain prices went up Significantly. 

imchrinkethataputyeaslot ob¥economictpressures a2 
talk to people in Montana and various areas who said they 
plowed up the valleys and it went to weeds. 

Tethink tthatecaused .avloteof disruption invour 
economy, the ability to sell some of the grains. We did 
some of these things. 

Take my area of Wisconsin. We were just like the 
rest of the country: we were primarily dairy %andéstill are, 
except we only need half as much forage for so many cows. 


It has made more land available. And during that 
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time of higher priced corn, a lot more acreage went back to 


Gorn. 

I would say that in my area of Wisconsin there has 
been something wrong with the corn programs because we have 
aeloteot onifarmsestorage in ‘areas that used to be -- 

So some acres have gone into corn that shouldn't. 
That gets back to arguments on the import of dairy prices, 
efficiency and size. 

I would say at this particular time I have a theory 
that dairy is a series of multiples. I would say that one- 
man operations,somewhere between 20 and 40 cows, you are 
talking probably farming something like 150 acres, crop 
acres, to produce all the roughage and grain for those cows. 

Upmtomthatyeyounbulidemultiples;. sYou may find 
some young people who say they are milking 50 or 60 cows, 
and maybe they are, but maybe if you check, their wife is 
contributing about half the labor there and that is a two- 
person farm. 

So you are getting some family help and you can 
go into some of the other areas, and you may be milking 
a lot more cows, but again you break it down to per man. 

Some areas, one man may be milking a hundred cows, 
but I guarantee he is not Proaducincgeanye Org thes teed jor 
roughage. So I would say 40 cows is about stare level. 


If you are younger, you may ache ibis: Uwe) Sain Mise \igeyel 
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Boe Older, Tdown  tor30. 

MR. HJORT: And that area is about as efficient as 
youare going to get? 

MR. SELKIN: ©iethink so;* ol have*been on» acfarm 
23 years, third generation farm. I have made a good living 
eat. 

MR. PROPST: When it comes to size of operation, 
number one, we believe that the operator should be able to 
use his talents to Pee Simcx tent he desires to. 

This is the system we have grown up with, which 
Pasemade us a strong nation in agriculture. The only thing 
IT -can allude to in this =-- and I will use some figures, and 
these are USDA figures, and they were put together by 
Dr. Kindle Keith, using the Mississippi Delta. 

When we moved to the Texas high plains, the smallest 
farms were 430 acres. The cost of production of cotton was 
poevercentenignersthanathateohegrain, 926 =percentehigherethan 
that on a 2,000-acre counterpart. 

The difference in the two was 23 percent higher 
and 26 percent higher. In Arizona there was irrigation-- 
180 acres, the small size farm, no full-time employees. 

Moving up to 1620 acres, six full-time employees 
because of the heavy workload of irrigation and the difference 


in cost was 17 percent higher on the small acres than the 
Oche re 
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This higher cost must be passed on to the consumer, 


whether U. S. or around the world. What I guess we are trying 
to point out is that the farmer himself should determine how 
big he wants to be, using his talents, because agriculture, 
especially cotton, is a worldwide commodity and we need to 
produce it as economically as we can so we all make a 
mLOLut. 

econ thinkethatsthateshouldibetthe inoleror 
Government to decide how many acres a farmer should farm. I 
look at my own area. I try to look at it as a localized 
area. 

In the past, people I have known for many years have 
Said we have got to keep a family size farm. I notice that 
Since that very day some of them say that, each time they 
have an opportunity to buy, lease, or rent a quarter or a 
half or a section, they do. The farm size increases. 

Possibly it is because of greater usage of the 
talents, their equipment. I understand the average hour 
per tractor in the United States is about 550 hours a year. 

And I can't equate what it would be in Texas, 
California or on my farm. I would normally stay away from 
my farm, but I figure I must use a tractor a thousand hours 
a year to be able to justify. 

When it comes down and go back to a question you 


alluded to earlier on capital gains Om cotcon there Seno 
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That only comes when you sell it. So I can't 
see that this has any part to do with setting up different 
type policies for small versus large farms because we are 
dealing with a commodity that must sell in the marketplace, 
both domestic and worldwide. 

MR. HJORT: What you are really saying to us is 
that there are continued efficiencies. On the larger farm, 
you seem to be saying that there is no end, that the larger 
yourare, the more efficient you are. Do you really mean 
that: 

MR. PROPST: I can't say that in every case. 
enmtarnyw not. As a matter of fact; 1 wouldnt ever put 
that as a general thing; I am simply using the figures that 
were drawn from USDA figures. 

MR. HJORT: Where do you think you have reached 
the efficiency in your area? How many acres would you have 
to have to be about as efficient as you are going to get? 

MELe PROPST: ‘Girl “don"t Know. I haven't reached 
that point. I can't say because I haven't reached that 
DoLit. 

MR. HJORT: You can still be bigger than you are? 
Bndseitesos;ethen obviocusiy if ‘one simply lets, as you suggest, 
the process work its way, these smaller ones are going to go 
by the wayside sooner or later. 
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Arepyoujitrying to say) that with one large a 


corporate enterprise producing cotton in the United States 
we would be better off than having the number we do have 
today? 

Pewee o +s eM HAOrt,anumbenuone <1. cont 
believe the smaller farms are going by the wayside. I think 
a lot of farms are smaller because the operator wants to 
be smaller, 

As far as I am concerned, I have no desire to be 
a large corporate type farm. I have no desire to do that. 

MR. HJORT: But your basic proposition here is 
the more efficient we are, which is a worthy goal -- the 
more efficient we are, the better the world is served. 

And you are also saying it seems that the larger 
you are, the more efficient you are.. You put those two 
together and there is a certain logical conclusion. 

MReBEROPST= #Mrs thoortyathat as enotegwhatehemean: 
What I am saying is we are talking about family sized farms 
or family operated or family owned farms. 

In my personal definition of what is a family size 
farm, I would say that a family size farm is one where 
ownership or the shares of the farm remain within the family. 

Reutarras large corporate itypertarms t=— andl 
really don't personally know of any -of -thosesp They (are snot 


in my area, I would say that probably those would not be 
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as efficient because they bave to hire Management, pera ced 


the family size farm, where it has no employees or two, 
three, four, five six employees, whatever, the management 
Boecnere.on the.farm,.it.is the farm. 

MR. HJORT;: I guess we are about running out of 
time. I am going to have to ask you to speed up. 

MR, NETZ; When you are talking about the family 
farm, I would like to give you a definition that the 
Federation has adopted as the definition of a family farm 
because there are so many diversified types of farming. 

We have a family farm as a unit where the family 
unit makes the management decisions and directs this resource 
so as to provide a significant source of the family's total 
income. 

THISMCCTMUALY) mele KILOW LID eOUm areas, sthaink 
probably a one-man operation could be 40 cows, around 200 
acres. But there are families that have children and where 
the wife works and so forth where they can do more and still 
be efficient, 

We have some cheap commodities today in food 
prices merely because of cheap fant yaelabor je past CUlar VLD 
GaaLry,. 

You know, the children all work and the wife 
works. As a result, that becomes pretty cheap hourly labor. 


MR. HJORT: You are saying at 40 cows or so, you 
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think that is a rather efficient operation? 

MR.INETZ: For one man. fany of them today would 
like to have some relief on holidays and Sunday. So it 
becomes quite practical to run an operation with two men 
where one can have a Sunday off. 

So you can just about double that. And then I would 
like to address this land preservation just a minute. A 
Situation has existed since they opened up the reserves in 
that whereas the Government has paid for a lot of conser- 
vation programs in stripping and wind breaks and so forth 
and a lot of this land now has been bought up by a new 
owner. 

When this happens, they throw all the conservation 
practices to the wind. And I think there should be some 
restraint or some conditions on a sale by which they would 
have to abide by the regulations that they signed up to do 
when they got the Government help to put in the soil conser- 
vation program practice. 

MR. HJORT: Thank you. 

MR. SAUNDERS: Sir, I think the farmer,by necessity, 
is becoming more sophisticated nowdays than they were even 
five or ten years ago, so I don't think it is Government's 
role to dictate size of operation. 

If my neighbor can produce hogs more cheaply and 


more efficiently than I can, he is probably going to expand 
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his operation. 

If I am losing money, I am going to change to 
another enterprise or get out of business. So I think we 
have to leave it pretty much -- the decision there as to 
what size is most efficient and what would be most efficient 
for one operator won't be necessarily for the other operator. 

What will generate enough income for one family 
won't necessarily be enough for another family. So we have 
different desires and needs, 

MR. HJORT: But you are in an industry where the 
structure is changing rather rapidly and it is not changing 
only on the basis of the individual. 

Now it is Government intervention that is having 
a major change on the structure. Do you think that move is 
good or not? 

MR. SAUNDERS: Not necessarily. I think Govern- 
ment has to be very careful not to alter the structure 
officially through means of tax laws, et cetera. 

As far as credit, I think we have to be very 
careful there in not artificially altering this. If we 
have to let it go by the survival of the Prcresio, a lethink 
that is better than for the Government to step in and 
termites artiticually. 

SECRETARY BERGLAND: John, anything to add to 
this? 
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MR. BARLOW: Well, just one thought, Mr. Secretary. 


American agriculture is phenomenally productive. We are all 
for the most part well fed, better fed, today generally, 
with some exceptions, than ever in our history. 

It is production oriented, use of that production 
oriented, and we see the current serge of interest in 
alcohol fuels from commodities, 

But it just occurred to me the other night that 
the rates of soil loss in some of our most productive regions, 
not just the marginal land areas of the north central states, 
Dbutcelilinois, ‘Ohio, the Mississippi Valley, that if those 
commodities are being used for alcohol fuels at the rate 
the soil is being wasted-in the production of those 
commodities, large areas are going to be barren before 
Saudi Arabian oil fields are exhausted. 

SECRETARY BERGLAND: That is an excellent point. 
The time has run out. In fact, we are a few minutes overdue, 
but we had planned to adjourn at 5 o'clock, and we have some 
cushion at the back end of that schedule, if necessary, and 
being there are six of you on this panel, we Ci dhestawatitaLo 
shortcircuit this subject because it is critical. 

Thank you very much for your discussion. Thank 
you very much, The next group will discuss the issue, 
land prices, ownership and use, 


We have four persons: Mr. Robert Walters, 
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President of the American Society of Farm Managers. We have 


Mr. Joe Brooks, President, Emergency Land Fund, Atlanta, 
Georgia; we have Dr. Philip Raup, Professor of Agriculture 
and Applied Economics, University of Minnesota, and we have 
Mr. Stephen E. Bossi, member of the Board of Directors of 
Rural America, Incorporated. 

Gentlemen, we appreciate your coming. Mr. Bossi 
has an airplane to catch and asked if we could lead off 
with him. 

And if there is no objection. Does anyone object 
Bomnearingahim first? Mr. .Bossi. 


STATEMENT OF STEPHEN E. BOSSI, MEMBER, BOARD OF DIRECTORS, 
RURAL AMERICA, INC. 


Thank you. I appreciate your doing that. I thought 
I was going to be on this morning's program so scheduled 
myself to go back to Seattle tonight. 

I will keep my statement brief. My name 
#s' Stephen Bossi. I am a private consultant in the Seattle 
aveaveoands1.am on the Board of Director of Rural America, 
Incorporated, which is a national organization based in 
Washington, D. C., particularly concerned about foreign 
policy and how it impacts. 

We are really grateful to have the opportunity to 
participate in these hearings, and we appreciate the effort 
youare making to hold the dialogue. 
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We feel that discussion is very important. whee 


we feel is needed now is some kind of concrete demonstration 
of something coming out of this hearing. 

We feel people are waiting for that. And we would 
like to suggest to you one possibility you might consider 
as a result of these hearings. 

What we would like to suggest is that we come up 
with a new set of criteria to be used in evaluating proposals 
and programs which impact on agriculture in the rural 
community. 

The criteria could be a refinement of generalized 
concepts, particularly the ocncept of the family farm that 
have given direction to our approach to agriculture in the 
Past, 

The purpose is not to create new bureaucratic 
measures and tests, but to provide information on the conse— 
quences of policies before we institute them. 

Based on our view of this Structure of Agriculture 
process and our own sense of the needs of rural America, 


we have identified four criteria which we offer for your 


consideration: 
One: The first is basic efficiency in food 
production and distribution. Consumers should not be 


i 7 } s < 
expected to pay for unnecessary costs in their food purchases 


and yet many of our policies encourage the growth of large 
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factory type farms which we know are less efficient than made 


family sized units. 

Thus, policies should be evaluated in terms of 
their ability to hold costs down and make fairly priced 
food readily available to low and moderate income consumers 
Meetne U0. S. and throughout the world. 

Two; A second consideration is stewarding of 
resources--land, top soil, water, genetic stock, energy 
ana avr. 

Your hearings have revealed widespread public 
concern over the depletion of many of these resources: top 
Soi. .erosion: 

It is not unreasonable for the public to expect 
that our farm policies will preserve our food producing 
resources. 

The third criterion is expansion of opportunities 
for farmland ownership and security of farm income. You 
have heard numerous stories of young people denied access 
to farmland or of farmers facing bankruptcy because of the 
insecurity of their incomes and lack of credit. 

People expect our farm/food system to encourage 
growth in the number of skilled, dedicated and secure farm 
owners, operators and laborers and security for those who 


choose this way of life. 


Four: Finally, our farm policies should help to 
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build and maintain viable and healthy rural communities. ped 


Diversity has, after all; been a etrength of cur nation. 

Maintaining sizable and strong rural communities 
based on the contribution which agriculture can make to 
the rural economy is not an unreasonable expectation of our 
system. 

It is our view that there is rather broad consensus 
around these criteria. We would be more than happy to work 
Mocha yOUeiieretining Orsmodityingsechem. 

But Since they are fit the general conception of 
the family farm, we doubt that there could be much objection 
to criteria such as these. 

What should be done with these criteria? We 
Suggest they be used as the cornerstone for a USDA evaluation 
process to be implemented every time a policy or program 
PUPaccLNGmU woe pagriCculture.1s put .forth. 

This evaluation should not be restricted to areas 
of policy within the programs of this Department, but be 
applied to tax policies, transportation, community develop- 
ment, labor laws, and so on. | 

To the extent that they impact on agriculture and 
rural life, all should be subjected to the test. Will such 
proposals expand or reduce opportunities for land ownership? 

Will they make farm income more or less secure? 


Will they conserve resources? Will they make rural community 
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Why are new criteria needed? Let us look at our 
land policies for an example of why- this need exists. Our 
Historie commitment to a family farm structure of land 
ownership was fairly general but quite clear. 

It was a commitment that was embodied in laws 
such as the Homestead Act and the 1902 Reclamation Act. As 
these hearings have revealed, however, economic forces have 
outrun those earlier criteria with no redefinition taking 
place. 

Land prices have skyrocketed, the number of farms 
has been more than cut in half, irrigated farms are many 
times the size of those envisioned in 1902 law. 

Numerous rural communities are coping with 
substandard housing, services and facilities. These develop- 
ments suggest to us that there is a need for a restatement 
of what we are about in our farm and food policies. 

New concepts and proposals should face a test 
of whether they move toward or away from the principles on 
which our farm system is to be based. 

We have sufficient knowledge to apply such tests 
objectively, to evaluate our findings, to explain them to 
theapuglic, 

These are tasks which aare appropriate to the USDA 


and which are needed across the board, in every area of public 
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policy which impacts on food production and fiseribucione © 


Finally, a new set of criteria would respond to 
the need for new language to replace terms which may have 
outlived their utility. 

If we cannot agree on definitions for terms like 
“family farm," let us use terms like expanded land ownership 
opportunities, farm income security, resou-ce stewardship-- 
language that speaks to trends rather than concepts. 

We are proposing four specific criteria: Efficiency 
in food production and distribution; resource stewardship; 
farm ownership opportunities and income security; strengthened 
rural community life. 

These, or criteria like them, could be compiled 
into a test--something that might be called a "Family Farm 
Impact Statement"--and used to give policymakers and the 
public some idea of what to expect from new farm proposals. 

Wesewoulomsti li be Lree toy choose, to (accep rr sor 
reject, what is being offered, but to do so with knowledge 
of the implications for food prices, for people on the land, 
for the resource base and for rural communities. 

What we are proposing would be an ongoing instru- 
ment for looking ahead, for evaluating options and making 
informed choices. 


Such an instrument would be appropriate to the 


process you have instituted and would serve the pressing need 
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for ongoing evaluation of food and farm policies. 

It would be the long-awaited product of a hope- 
filled process and one that should serve the people, 
particularly the farm and rural people, of this COUnEEY; 
fancinto sthewfuture: 

SECRETARY BERGLAND: Thank you very much. What 
time do you have to leave, Mr. Bossi? 

MR, BOSSI: Probably in a half-hour. 

SECRETARY BERGLAND: We will go ahead with the 
rest of the panel. To the extent you can stay, fine. When 
you need to leave, please feel free to do so. 

We will proceed with Mr. Robert Walters. 


STATEMENT OF ROBERT E. WALTERS, PRESIDENT, AMERICAN SOCIETY 
OF FARM MANAGERS AND RURAL APPRAISERS 


Mr. Secretary, Dr. Hjort. We are pleased to be 
here and appreciate your invitation. I am Robert Walters, 
president of the American Society of Farm Managers and Rural 
Appraisers and I have been a professional farm manager and 
rural appraiser in Central Iowa for 30 years. 

Our society has 3,900 members unationwide and 
currently manages approximately 10 percent of the crop land 
in the United States. 

Our rural appraisers are active in every state. 
Jesse Dowell is with me today. He is chairman fehe Zepuin 
legislative committee. — 
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We will speak to the three major areas of 
concern as identified in your outline: One, land prices; 
two, land ownership and, three, land use. 

One: Land prices. As long as we have inflation, 
land prices will continue to rise. The commodity price 
index has increased an average of six percent for the past 
10 years. 

Land prices have increased over nine percent 
annually during the same period. We expect this trend to 
continue. 

Don't be concerned when you hear people say, 
Poeancewill not produce enough to pay for itself" or “Land 
is too expensive for beginning operators to buy." 

This is not a new phenomenon. It has been true 
for as long as I can remember. It just seems different 
because we are dealing with inflated numbers. 

Historically earnings from crop land have ranged 
from 2.5 percent to four percent based on current values. 
The combination of earnings plus inflation has made land 
an excellent hedge against the decreasing purchasing power 
Stecie. dollar. 

People concerned about future purchasing power 
will continue to be strong buyers of land as long as 
sot larion continues. 


If the Government is really concerned about 
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202 | 
controlling the land price spiral, a solution is available. 


ECOL ntlLativon. 

Failure will guarantee land prices will continue 
to rise more rapidly than the commodity price index. 

Land ownership. As we discuss ownership, data 
published by the 1978 USDA will be used to reinforce trends 
we have observed. 

They have divided operators into three major 
categories -- full owners, part owners, and all tenants. 

In 1940, 35.9 percent of the farms were operated by full 
owners, 28.2 percent by part owners, and 35.9 percent by all 
Teli al) to. 

In 1974, the percentage of full owners was nearly 
the same, but part owners had increased to 52.7 with a 
corresponding drop of all tenants to 12 percent. 

This exemplifies the need for, and advantage 
of, having outside capital invested in land. We hear a 
great deal about preserving the family farm and helping 
the young operator get started. 

A young family cannot afrord the siluxuryy or oOwner= 
shupawithereturns of four percent on capital invested, while 


interest costs are 15 percent or more. 


He must depend on the absentee owner to provide 
rental land. As young farmers gain equity, they buy land 


but also continue to rent land as shown by the previous 
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Statistics. 

According to the same USDA information farm title 
transfers have averaged about four percent per year over the 
past 10° years. 

This is also true in Iowa where 25 percent of the 
grade A land in the U. S. is located. The percentage of 
lana owned by absentees has not changed significantly. 

The only real change has been the price paid and 
the ratio of debt to purchase price. It has increased from 
50 percent in 1950 to 80 percent in 1975, in Iowa where I 
live, 

This is proof that buyers believe inflation will 
continue giving them an opportunity to pay for land with 
cheaper dollars. 

There are those who believe that an owner-operator 
is more concerned about soil conservation and produces food 
more efficiently than an operator who leases land. 

Weeao Ot agrecewiel tits) CONCept in total.) aihe 
demand for rental land is very strong. A rental operator 
may, and often does a better job than an owner-operator, 
because he wants to retain his lease. 

Nearly all the land managed by our members is 


owned by absentees. In many cases, they inherited the 


family farm and retain a strong emotional tre "tothe 


community. 
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204 
They are people like you and me. Many of our 


Operators own additional land -- others do not. Ask any 
of them if they operate a family farm and the answer will be 
a resounding yes. 

They would not be a farm operator without the 
Capital investment and land furnished by the absentee owner, 
who may live in a neighboring town, large city, even a 
foreign country. 

In a book published by the Iowa State University 
Press entitled "Adjustments in Agriculture," Dr. Wunderlich 
states, “Leasing is a means of expanding farm size to 
utilize unused labor, management, or capital without the 
risk and equity problems of acquiring ownership." 

We agree. Outside capital for land ownership is 
essential to maximize agricultural production and offer 
entry for the beginning farmer. 

To change the philosophy would create a landed 
gentry very rapidly. Every operator should have the 
opportunity for ownership, but not the sole TeEGiU tre 

This may be contrary to the thinking of many 


policymakers in Washington. 


Land use. The role of the Federal Government should 


be to encourage each owner to conserve the land for posterity. 


Don't try to be a police force. The Soil and Water Resources 
Act would certainly give you this opportunity. Be positive. 
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Conservation pays, it does 


professional farm managers and 


in conservation and take our responsibility 


Land use control thr 
this should be 
from Washington, D. C. 

Federal ACP cost-sha 
and promoted soil conservation 
by producers to increase 


This is a goo 


Ou 
4 © 
i) 
QO 
(Q 
ty 


restricted to conservation use 


Government's role should be 


the free competitive enterpris 
who governs least, 


SECRETARY BERGLAND: 
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I will be concentrating on the 


ana Managing Director for the 
owners. 

ELF is a non-profit 
1971 throughout the South, pro 
educational and technical assi 
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and landowners, 206 


The National Association of Landowners is a non- 
profit association of minority farmers and landowners 
organized in 1976 at Tuskegee Institute, wity county and 
state chapters covering eight states and a membership in 
excess of 2,000 individuals. 

NAL's purpose is to organize the disadvantaged 
minority farmers/landowners from the county level up into 
an effective voice and force to address the negative 
attitudes, policies, practices, laws and institutions that 
contribute to black land loss, 

Together ELF and NAL have saved over 100,000 acres 
of land that would have otherwise been loss. This 100,000 
acres, valued conservatively in excess of $60 million, was 
Saved at avucost-of $5 million over~nine years. 

Our efforts, however, have not impacted the 
accelerated downward trend of black farmland ownership. 

The 1969 Census of Agriculture reflected that black farmland 
was leaving black hands at an annual rate, over the previous 
five-year period, of 330,000 acres. 

The 1974 census revealed a worsening state of 
affairs for black landowners, with the average annual loss 
are500,000tacres. 

At this rate of land loss, given the base of 


4 million acres held by blacks according to the 1974 census, 
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blacks will be landless and out of agriculture by 1984 or20? 
1985, which is within the life of this administration, 
assuming President Carter's reelection in November. 

The Census of Agriculture, however, only gives 
us a partial view of the crisis facing blacks as landowners. 
The Census only reflects land in farms or use and, accor- 
dingly, given the underutilization of land available to 
black farm operations, it is estimated that there is perhaps 
an additional 3 or 4 million acres of land owned by 100,000 
or more black families that receives little attention and 
no Federal resources. 

An apparent policy of f"o0utsofesight-outeor mind. 
Mr. Secretary, let me put the problem of black landowner- 
Shupein historical iperspective™ 

Historically, the black community in America has 
been a community closely attached to the land. The vast 
majority of the slaves were employed either directiy*1n 
field production or within some domestic activity on a 
southern plantation or farm. 

With the advent of Emancipation, the freedmen 
necessarily remained largely in land-based pursuits, 
usually agreeing to some sort of tenancy or sharecropping 
arrangement with white landowners. 

By 1910, non-whites, principally blacks, were 


operating 890,000 farms, of which 218,000 were run bye fue 
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and part owners and 6/0,000 by tenants, ae 

The black population of the U. S. at that time was 
9,8 million. Without the benefit of a Homestead Act and 
oftentimes in the face of hostility and violence, blacks 
had managed to become the full or part owners of more than 
P>emiliion acres of*land, 

Within the American society, perhaps the most 
urbanized group is the black community, a fact which is 
especially startling when one realizes that the black 
community was almost entirely rural less than a century ago. 

The figures are quite dramatic. This massive 
migration of blacks from the rural to the urban areas was 
in large part also a migration from the South to the North 
and the West, a pattern of movement which was witnessed 
the South's percentage of black population decline from 89... ; 
oC OneetCOrmp 3.,ar lo i/0.. 


Although this movement constitutes a consistent 


trend throughout the entire Twentieth Century, it was notably 


accelerated at the time of World War I and its aftermath, 


was notably decelerated during the depression years, and 


reached flood tide proportions in the World War II period. 


Although economics was generally the force behind 


the migration throughout the entire century, there was a 


noteworthy shift in the mix of the economic pressure being 


exerted during the Fifties and Sixties as compared with the 
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Whereas the migration of the periods of the two 
great wars had been stimulated by a "pull" exerted on the 
southern blacks by the employment opportunities offered 
by the factories, service establishments, and homes of the 
North, the great black trek to the cities and to the North 
during the Fifties and Sixties was greatly encouraged by a 
"push" which the mechanization of agriculture and the 
acreage set-aside programs exerted on the southern black 
farm worker by rendering his labor surplus to his community. 

Indeed, there was virtually no northern "pull" 
during most of this period, for exapnding automation in 
manufacturing and the services was creating its own unskilled 
labor surplus in the North. 

The deterioration of the quality of city life, the 
increasing financial straits of our larger urban communities, 
the burgeoning of our welfare rolls, are merely some of the 
more obvious result of this flight from the land at a time 
when the society was ill-equipped to absorb hordes of rural 
oriented and largely untrained and unskilled migrants. 

The social instability, to say nothing of the 
human suffering, created by having a large and growing 
population of uprooted and ill-trained persons living in 
poverty and idleness is greatly enhanced by the fact that 


the group in question is a readily identifiable racial 
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minority and is currently plagued with a serious identity 


crisis and a search for a meaningful nationalism. 

I am going to skip because my time is running out. 
A strict economic calculus might suggest that the black 
community, beset as it is by endless needs for capital for 


its self-development, would be well-advised to sell off its 


idle land and invest the proceeds in more productive activity. 


Such a calculation is made, however, without due 
attention being afforded to political, social, and psycho- 
logical considerations which weigh heavily on the black 
conscience. 

Questions must be raised as to whether the stake 
which the black community feels it has in the U. S. as a 
nation is likely to be influenced by whether blacks own 
any Significant portion of the national territory or not. 

How closely are roots in the land related to a 
feeling of “belonging” or of "security"? Where do people 
MecirCeLOulLlve: 

Impersonal economic forces, operating in their 
inexorable manner, have moved half of the black population 
out of the South and three-fourths of LtwoUtveOleLUr a marcdo. 

These peoples' wishes have not been consulted, 
nor have the full consequences of this dramatic migration 


been assessed. 


The obvious deterioration of America's cities, 
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combined with the growing restlessness in suburban areas oa 


both black and whites attempt to flee the cities as well 
as to flee from each other, suggest that steps need be 
taken to provide the one-quarter of the black population 
which still resides in the rural South with a viable option 
to remain where it is if it so desires. 

We talk about what can be done in a policy sense. 
We talk about policy changes in existing practices of USDA- 
related agencies, 

I would be happy to deal with the specifics that 
lie behind the problem. 

SECRETARY BERGLAND; Thank you very much. And now 
the last panelist is Mr. Phil Raup. 
STATEMENT OF DR. PHILIP RAUP, PROFESSOR OF AGRICULTURAL 
AND APPLIED ECONOMICS, DEPARTMENT OF APPLIED ECONOMICS, 
UNIVERSITY OF MINNESOTA 

ThankevOu, it. secretary. I haveva statement si 
Jeti with you. I have abbreviated parts of it in the 
interest of time. 

There have been many references already today to 
the sharp incrase in land prices. That is not uniformly 


distributed over the United States. I hope that is under- 


stood. 


Shocking to many people 75 the raccetiatecal. Otmnie 


had the smallest increase of any state in the last two 


decades. 
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Minnesota has had the largest. Minnesota has had 
a 400 percent. That is, the Price today is 400 percent 
of the 1972 price, which is the highest rate of change of 
any Of the 50 states. 

The states of Iowa, Ohio, Indiana, and Illinois 
are close behind. They fall into a similar group. 

SECRETARY BERGLAND: Dr. Hjort says that is because 
Minnesota is such a nice place to live. 

| DR. RAUP: I am going to propose some other reasons, 
not denying the validity of his sentiment. 

SECRETARY BERGLAND: That is not what he said, 

Duc that 1s how I translated it. 

DR. RAUP: The market has become a thin market, 
confined almost entirely to people who can finance the purchas 
In the crop regions of the state -- and this is applicable, 

I believe, in general throughout the corn belt -- from 85 
to 90 percent of all the sales in the past year have been 
to people who were buying the lands to add to the farmland 
they already owned. 

In Southern Minnesota, that reaches 90 percent. 

The market is completely dominated by the add-on or expansion. 
As a result, the market is very thin, subject to external 
Svence; and it,is confused with a very volatile element of 
gnaclation psychology. 

It is dangerous. There are many reasons for this 
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and many aspects merit discussion. I am only going to nicks 


one because of limits of time. 

I am going to concentrate on -the effects of our 
tax policy. I docthis because our tax policy is public 
POs Cy. 

Beqinningecroma) 70 eto. 1977, the portion of people 
who were taxed over $25,000 a year increased fivefold. This 
real estate has provided the best solution to that market. 

As a result, we have had through the working of 
inflation and of the resistance of tax shelter arrangements 
are primarily used only if you own real estate. 

This results in a subsidy to farm enlargement. 
This represents a use of the phenomenon of tax expenditures, 
which has grown very large in recent years, particularly as 
a consequence of inflation and of the very inventive creation 
of new devices for permitting allowable deductions. 

The result for agriculture is it gives a high 
advantage in farm size enlargement to the mechanized farm 
owner, to the one who is in a high income tax bracket, and 
who has a very substantial debt to carry. 

This is principally apparent through the treatment 
Depreciation has become the major source 


of depreciation. 


of internal capital formation in industry, accounting in 


1978 for 66 percent of all internal cash flow, and i TLS LOW 
happening in agriculture. 
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This is new. It has come about because of the 


preferential treatment of capital gains in livestock and 
land. 

It comes about especially because of the way the 
investment tax credit can be assigned to permit reduced costs. 
Recent studies in the confinement, breeding, and feeding 
enterprises, for example, show clearly that high income 
taxpayer can reduce the average cost per pig produced by 
about 25 percent, if he is in the 35 percent tax bracket, 
over what the cost would be if he was in the zero tax 
bracket simply because of the tax credit provisions. 

A similar process would work in the land market. 
If you have a capital gains rate well below a person's 
marginal personal income tax rate, then there is a reward 
for so arranging your affairs that you take advantage of this 
gap. 

At the present time, the capital gains tax rate 
is at 29 percent. Virtually all of the progressivity in 
the American tax system today is confined to those whose 
incomes fall to in the range between approximately $15,000 
and $75,000. 

There is no progressivity in the corporate income 
which is a flat income rate of 46 percent. As a 


tax, 


result, the progressivity in our system is confined almost 


entirely to the private single family enterprise, whether 
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farm or non-farm, 


It falls on proprietary business. As a consequence, 
there is a reward structure built into the system for people 
whose incomes can be raised from about the $15,000 range 
Pome oot athe 575,000 range, to do so and thereby have very 
much larger marginal taxpaying rate against which to compute 
their allowable deductions. 

This is not characteristic of the corporate income 
tax. It has no such effect on corporate systems. It is 
only a characteristic of the personal income tax and of 
those enterprises whose income is taxed through the personal 
income tax. 

As a result, we have a peculiarly sized increase 
incentive built in. I believe this has not been understood, 
and its consequences are a major part of the Structure 
concerns that have led to these sections. 

I would like to point out two consequences. One 
is the system is a subsidy to mechanization and to the 
investment of capital and machinery. 

By the same token, it is a penalty on the investment 


of capital in gains or in biological enterprises. We have 


an enterprise and an input mix in agriculture today that 


reflects that subsidy. 


We have under-rewarded investment in..bidological. 


We have over-rewarded depreciable hardware. I think another 
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Major concern is that this has stimulated monoculture in “3 


Single one crop farming and one enterprise livestock feeding. 

We have the large feedlot, the large big confinement 
enterprise. This has been associated with the export of 
unprocessed raw material ito foreign markets to a degree that 
now has reduced many sections of the grain belts of America 
to a statistical measure that would categorize it as a 
colony, if we used the measures we apply to the less developed 
world in the sense that these grain belts are now exporting 
major and significant fractions of their product in unpro- 
cessed form to markets over which they have no control. 

BSPaeresult, a good bit oft the grain belt sector 
in agriculture has the external appearance of a colony. As 
a result, the single-purpose farm units that are increasingly 
dependent on weather risks and world market prices, are 
lacking in shock-absorbing capacity, and they are lacking 
in capacity to alter that output mix quickly when price 
Signals indicate a change should be made. 

I believe we see an agricultural structure that 
is losing its capacity to adapt. Thank you. 

SECRETARY BERGLAND: Thank you very much, Mr. Raup. 
Mr. Bossi, I know you have to leave, and I have but one 
question, 

The commodity policymaking has generally assumed 


that all farms were alike, and that is not true, obviously. 
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A large farm derives a great deal more benefits, greater 


benefits, from price supports than a small farm. 

WemadVemabOut 1. 6 Or 7amr.li21on farms in the United 
states that are really too small to keep a family fully 
employed and they market very little as a group--10 percent 
Otethestotals or so. 

Obviously,commodity policies are of no consequence 
to them, even though the political slogan is, "Save the 
family farm by establishing price supports," which I don't 
buy. 

Question: Do you think we should target on those 
enterprises which are too small to keep the family fully 
employed and try to find ways of them increasing their 


employment opportunities either on farm or off as a separate 


function under some heading we might call "world development"? 


MReeBOSSL.ueLeguess I don't think that is a bad 
idea. My reaction to it is this: if we look at a farm 
policy, we have to look at in an interdisciplinary way. 

Keeping people on the land is something that goes 
beyond the question of farm and food production and trying 
to solve problems through farm subsidy programs. 

If there is value in keeping people in the rural 
communities, it could be rural development is the way to 


go and permitting them to own a piece of land, produce 


some food on it, but not see that as primarily their source 


Acme Reporting Company 


(202) 626-4868 


4 Ay 


=- JSG. OV) AN2US OG Dison 34 ,apigios 


290°o%qg [apd te soeig 6 me a mots i\-3 3 £oeaq bas 
7 


: : ai 


}, PEPSS ttod3 ylizanjeq es cede. sea gon sec . 48 oo Sog2 sem 


218 


of income. 


SECRETARY BERGLAND: Is there value in having rural 
communities? What function do they serve? 

MR.BOSSI: I don't think there is any question about 
that. My reaction -- it seems to me 1 puta high value on 
social diversity. It is the same kind of issue as monoculture 
and agriculture, that we run great risks when we try to have 
a society in which vast numbers of our people are living 


identical life styles. 


There is something to be gained, at least from my 
experience in working with rural people, just for living on 


the land, being close to nature. 


People tell me, andl think it has been true from 


my observation, that family life is different when you are 


living on the land and having that experience of dealing 


with the weather and soil. 
If you accept that and accept the dynamics that 


goes on in a rural community, that is somehow different from 


the non-entity and lack of identity that exists in large 


eu Les. 
If you put some value on that, it is worthwhile 


for the public, through the Government, to make an investment 


in maintaining that life style. 


Tf that means investing in rural Gevelopment, 


well, then, that is not a bad idea. I think we can do it 
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in ways that are economically viable and not a drain on the 


Public purse. 

DR. HJORT: I have just kind of a conceptual 
question. We have had some comments recently that perhaps 
as a society we think too much in terms of a policy about 
the cost to the individual or to the firm and not suffi- 
Ciently about the costs and the benefits to society as a 
whole. 

In one case, this has been brought up with respect 
to the use of our land, our natural resources generally, and 
a specific question that comes out of that or a suggestion 
is that perhaps we should have a value added tax of some 
sort on the products that are produced that is earmarked and 
reserved to help ensure that our resources are in a better 
state when we leave than when we took over. 

We followed a different approach in the society 
Over the years. We have relied basically upon the individual 
with limited assistance to incur stewardship. 

Teuse that as an iliustration, but my general 
question is, are you really saying in your proposition here 
that we as policymakers and as policy analysts needs to look 
at costs and benefits in a broader context--much broader 
than we have been heretofore? 

MR. BOSSI: Absolutely. Well, I suggest there as 


possible criteria you might use in looking at proposals in 
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the area of agriculture policy for that very purpose--to 


bring in those other dimensions. 

A question I often face when I am dealing with 
people in agriculture in trying to talk about soil conser- 
vation is the question of who should bear the cost of that. 

Why should we conserve our resources? It has 
something to do with caring for the future and future 
generations, and whose responsibility is that? Does it 
fall on a certain sector of our society who happen to be, 
at this point, the landowners? 

1 am not sure it does. If there are costs asso-— 
Ciated with that, those costs should be assigned to that 
sector of society who are responsible for the future, and 
eiateis alt of us. 

And if you accept that principle, then you say 
there should be some public investment in it, so you 
distribute the costs properly. 

So I have no problem with that principle. I think 
you say what is socially good for the society for this 


generation and the future, what costs are involved with it, 


and how do we allocate those costs. 
and if it means providing for the future is the 


responsibility of everyone, that cost should be across the 


board, hopefully through a more progressive approach to 


taxing than Dr. Raup described that we have now. 


Acme Reporting Company 


(202) 628-4888 


- . és > Fie . itos 70 A8ae 


> a, “f 
a) 
Jj “a 
=f 
+ ont 
= =A b : aa 
By ~ - = 
—_ ) jie 
} s - 2 
| I - f | 
} 
| 
I 
a a - 
4 v ‘ 
} 
| 
} 
! a 
t 
5 
\ 
i 3 : > LW 
{ 
, 
i 
| , ~4 ~ 
i : 5 aytOt ’ mf s 
i 7 
i g a } S.. 
| ‘ +5 
| g r 22 y 
. 
~ - r cad t “~ 
ji preie | wre = | A wt = 
i 


Logos 27209 Gi 2 


‘ 
| . . bt ay? tite meldoag Of .8vVen 4.06 


Bowieovai sus evéon 2aity ,etiegut oft: bas ger 


.e2e0oo paods gtacclia ow ob, wor 


' #1 stictyt ety ton Bethivesy auee of. 72,604 


ofc a2sQicoe od biwede ta0o Jed? ,anvaeve 20 vit iis 


hd 


7 a 


oF dogo tggs evineospe1g eyes s Apaszid. yi tnutegsa /om od. 
as sw sve aw tady Gedizoueb qued..t0 ggde 7 


: aT 7 7 7 a 


\ : ; - ia 
ca ae : 
-  gmegme? geinageh omA 


ho 
NO 


SECRETARY BERGLAND: Thank you very much, 
Mr, Bossi. 
MR. BOSSI: Thank you for accommodating me. 
SECRETARY BERGLAND: Mr. Walters, most of the 
economists whose works I have read argue that farm profits 
are capitalizing land values and that it really doesn't matter 
where you sit: farm price support is all going to wind up 


in land values, anyhow. 
You can set corn prices at $7.00 a bushel and 


Iowa land at $11.00 an acre, that is where ge SWE EMU Gefentels) 


to wind up. 
That is the one side, It may be an exaggeration, 


but I think generally that is the case. It does flow through 


land values. 


I have no real argument with your basic notion 
that there is nothing inherently unsound about tenancy. 


Certainly not when it comes to expansion. 


The policy question arises--we are confronted by 


young families who perhaps Own a homestead, an 80-acre tract 


of house and buildings and rent other land, and they are 


competing with their neighbors for that land, and landlords 


are attaching enough artificial value to that land on the 


basis of some land it sold in the neighborhood, and they 


say the rent shouldabepa o200. 00, en acre or more when, in 


Factwethesrent should be $50.00. 
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Competitive forces put heavy pressure on the 


tenants, and they come to me and the Congress and say raise 
price supports because I have this heavy land rent to pay. 

How do we reckon with this? If we are interested 
in tenants, and I am, what kind of policy should we have 
Pome lps Chcimthrcugheatitsmeanericubt period, sit any? 

MR. WALTERS: I agree with your first premise that 
any increase will be quickly capitalized into the price paid 
£Orecher:yland. 

We can go back, as I have several times, to farms 
we have managed for 20-25 years and the earnings of the 
1950's were three percent, four percent. 

The same farm today that will sell for four times 
as much is still 3, 3-1/2, 4 percent. Earnings have not 
changed; prices have changed and other things have made 
that possible: rotation and some other things. 

But priceswill be quickly ‘capitalized in value 
or the price someone else will pay, and you are absolutely 
tight: if you ancrease the price of corn, that is’ exactly 
what will happen. 

Your other premise that the cash rent or the 
rent that the operator pays makes it difficult for him to 
operate is one that is misunderstood, I Cham 

We have spotted in our experience as professional 


farm managers many, many young people in farming. And you 
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don't start by buying land, as I said in my comments, 
because you can't afford the luxury of borrowing money to 
buy land when the interest rate is 12 percent or whatever. 
When land will only earn three or four percent, that is the 
last place in the world you want to invest your money. 

I would not recommend it, and it is not right. A 
young person can get started by renting a farm. We have 
rented many to them with a very meager capital investment 
in equipment and livestock, and I have encouraged those 
people to buy land as soon as they can make the payment 


service to debt, and I can show you 25, 35, 40, 50 young 


operators who are no more than 35 years old who are landowners 


today because they started as tenants with us on a farm we 
managed for an absentee owner some 15 or 20 years ago. 

I don't know if I have answered your question 
Satisfactorily or not. This is the way and the only way 
that a tenant or young person can get started in farming. 

There is just no other way, and we do it and do 
it all the time. And the comment,there is no way they can 
get started, is not correct. 

It is difficult. It has always been ellbigasbielWideen 
If it had been easy, I would be on fies Llarm Locaye eo eweuc 
to the service, came home, farmea for three years, and I 
y a tractor in 1946 with the total proceeds 


couldn't even bu 


from my sale, and I said no way. 
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so I am now a professional farm manager--as 
close as I can get to it without being a farmer myself. 

SECRETARY BERGLAND: We have had land inflation 
running at 15 percent a year for the last 10 years. 

MR. WALTERS: It is running from 6 to 30 percent 
in Iowa. 

SECRETARY BERGLAND: Hasn't it doubled in the 
last couple of years or so? 

MR. WALTERS: Right. 

SECRETARY BERGLAND: I know. I watch the reports, 
too. People pay easily three times more for a viece of land 
than it is worth as an income producer. 

Sometimes they come to me and want an FHA loan 
to pay off a loan they can't possibly handle out of earnings. 
Other times, political pressure is to raise price supports, 
and the tendency is to push indexes to reflect land tt vatLon, 
which we won't do, and it has caused some political commotion, 
and that whole matter will be transferred to Capitol Hill 
about a year from now for resolution. 
| Question: How do we or what do we do, if anything, 
with this expectation that land inflation will continue? 
we have said we will not feed it, and yet people go on and 
willingly and knowingly pay three times more for a piece of 
land than they know they could possibly service. 


What drives people to pay those kinds of prices? 
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It is not the business judgment of the buyers; it 


is something else. 

MR.WALTERS: It is the business judgment of the 
buyers because we have in our office today many, many people 
who are standing with dollars in hand to buy land because 
they are afraid of what is going to happen in the economy. 

The land is, in their opinion, an excellent hedge. 
They don't know where else to put their money where they can 
feel safer. The land will be there even if it goes down. 
The land is there. 

So they are willing to pay. 

SECRETARY BERGLAND: Excuse me. Go ahead. 

MR. WALTERS: Even though the inflation might be 
less than it has heen, they certainly believe there is 
going to be some inflation, and until they are shown a 
BOsitive step that it won't occur;+they will continue to 
pay more than the land earns. 

Tteeisethat simple. 

SECRETARY BERGLAND: Are these persons looking 
pOreasctax snelter? 

MR. WALTERS: Tax shelter is a very ambiguous 
word. What tax shelter is there in land that has a few 
fences and they rent it out? What tax shelter is* thace 


SECRETARY BERGLAND: Capital gains. 


MR. WALTERS: There is an excellent estate tool, but 
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you can't get capital gains unless VOU le or sel Ge pass 


as long as you are alive, what good is Capital gains? But 
it is an opportunity for them to enhance their estate, and 
they are aware of that, 

So it is a tax plan or -- 

SECRETARY BERGLAND: Mr, Brooks, one of the 
problems I think are associated not just with blacks but 
other persons engaged in farming on what are generally small 
scale enterprises is that they are underemployed--they simply 
don't have enough to do, 

How do we deal with that matter? I have been in 
the South, and I have seen persons who were displaced by 
Mechanization or whatever, and that is all true, but their 
Simple economic trap is they don't have enough to do. How 
dowe help them? 

MR. BROOKS: First of all, I would disagree with 
that conclusion when you look at the data. For example, 
black farmers, and I have to apologize for not having a 
handle on other categories of farmers to the extent 
necessary, even though I know that small white farmers suffer 
just as blacks, but the data shows those blacks who are 
involved in agriculture, as little as they make, when you 
look at their total income picture, they derive very little 


from other sources or farm sources, 


And when you look at the size of their operation, 
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which is considerably smaller than their white eee er eae 
even in the Southeast, we can’t conclude they don't have enough 
to do. 

The fact is, they don't have enough land to employ 
the investment they have accumulated because it is a land 
question, size of operation, that is correlated with the 
income which blacks don't have as opposed to the productive 
use of their assets. The data tells us that. 

So that is my specific response: I dons testoa ke 
is a question of not enough to do. However, on the other 
hand, when you look at the age structure Otao Lack =carme sr 
operators whose sons and daughters are often in Chicago or 
in New York because of circumstances, not being able to 
attract them into agriculture, social as well as political, 
during the time they were coming up, you have older folks 
who just don't have the energy to do much more. 

So you have idle assets, which I think is a 
societal problem that deserves immediate attention. 

SECRETARY BERGLAND: Should we worry about the 
rate of attrition in that black community? 

MR. BROOKS: Yes. Il think we should. 

SECRETARY BERGLAND: Why? 

MR. BROOKS; You asked an earlier question. You 
said why rural communities. I think that is the right on 
community we don't ncessarily 


question because in the black 
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like what has happened to us in Chicago and Detroit, stacked 


on top of one another, being ill-prepared for the puliwetector 
that some economists have related to. 

SECRETARY BERGLAND; The which factor? 

MR. BROOKS: The pull factor. They pulled us out 
of the South. We were pulled by mechanization, discrimination 
lack of access to resources in our community, and we went to 
the Chicagos and Detroits of this world, and whatever jobs 
we got, we got because we knew somebody, but certainly as 
unskilled individuals in the first place. 

So I think there is something to that. And those 
who have remained -- and, understand, we are also talking 
about a reversal, to some extent. 

I don't know how long it is going to hold, but we 
now see more black people staying than are leaving and many 
more coming back. 

Of course they are following jobs, but many of them 
are unemployed, and we run into folks in Mississippi and 
Alabama who talk to older individuals and we begin to get 
ee a discussion of what their offspring are doing in the 
cities. 

They are unemployed or they are Leta. COUN tye ae 
in Chicago, If they, however, had the opportunity, ier che 
structure in Holmes County, Mississippi, for example, if 


it didn't take a special politics of knowing the county 
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Supervisor to get a loan, if it weren't so high-hatted about 


who we decided is eligible or not -- and there is going to 
be a suit against FmHA in Northern Mississippi because of 
this discriminatory policy that we feel is being witnessed 
on blacks, 

Another question you asked earlier which I think 
is vitally important and which I had thought about when this 
administration first went into office is the whole idea of 
a division of a separate unit to target resources and deal 
specifically with small farmers; i.e., under some rural 
development grouping. 

At first I thought that was a good idea because the 
attention that was being paid to agriculture and the importanc 
Preexports 10Or this country in terms of the balance of trade, 
et cetera, but my experience and examination relegating so- 
called special or exceptional problems into special little 
units, the evidence is, in my experience, that they are lost 
in the shuffle. 

I think we should be looked at--small farmers, 
large farmers--as a total mix, as a contributor to producing 
food and producing income to the families. 

I think it would be a mistake to set the special 
problem of farm workers, blacks in agriculture or small 
farmers,generally into a separate category because that 
separate category would have little attention--policy 
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attention, that is--given the evidence of set programs ae 


the past. 

SECRETARY BERGLAND: Mr. Raup, you have said that 
a greater proportion of the farm sales in Minnesota were 
accounted for by expansion buyers -- 67 percent, I think -- 
in the last year. 

DR. RAUP: For the state as a whole. 

SECRETARY BERGLAND: Do you know whether or not 
those numbers are fairly. typical of the United States? 

HR. RAUP: LAsia matter ofsitact ,sithe: 67 spercent 
figure is just about the same as the nationwide figure 
reported by the U. S. Department of Agriculture my.ecs. 

It is a rough rule of thumb: two-thirds of the 
sales in the last few years have been to farm expansion 
buyers nationwide. 

Now that includes a wide range of sales--some 
very small, some parts of farms, some very big sales, but 
that is approximately correct both for the state and the 
nation. 

SECRETARY BERGLAND: How much of that do sya sthaink 
is -- can be credited to tax policy--persons Looking ton 


a shelter? 


DR. RAUP: In a direct sense, not very muches In 


an indirect sense, most of it. 


SECRETARY BERGLAND: Explain that. 
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DR. RAUP: This is not only a consequence of 


inaltion, butit strongly contributed to inflation in the 
corn belt region of Illinois, Iowa, and Southern Minnesota. 

The appreciation in land value since the Russian 
grain sale of 1972 is approximately 20 percent annually, 
although the figure you quoted is correct nationally. 

So it has been a very sharp upward movement in 
the cash grain and soybean producing regions. It is not 
merely in the dairy regions. 

In fact, it is sharply larger in Wisconsin than 
the dairy regions of Minnesota. As a result, there has been 
a tremendous incentive for people to form various forms of 
business enterprises that would hold land for investment 
purposes, and they do contemplate selling out. 

In fact, some have come to me recently indicating 
a very interesting development since Christmas and inquiring 
about the mechanics of selling out, and we have, as you 
well know, at least two well-documented cases in Minnesota 
in which foreign owners have since Christmas approached 
Pebiteis and sought to put their large holdings on the market. 

One is owned in Italy and one in Germany. These 


people do not contemplate on a lifelong investment of their 


capital to be passed on to their children and they have 


been attracted by the very generous past treatment that 


is now available for capital gains, and especially in real 
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estate, 

There is another feature that is not easy to 
document. An estate in stocks and bonds will be valued at 
market as of the date of the decedent's death or as of the 
date of transfer, and there won't be much debate about the 
weights to use for value. 

There will be debate about the assessments used 
in estate and land, and they are systematic buyers in terms 
of underestimating the size of capital gain. 

We have some data from our own research that 
Suggests from estates probated that this underestimation of 
the capital gain which could result from over-value at the 
time of acquisition of under-valuating it at the time of 
transfer. 

It gives a distinct advantage to an estate in 
Tand. Thissas generally true in) real estate, @and,iteis 
especially true in farmland. 

SECRETARY BERGLAND: My wife and I own 600 acres 
of land in the valley country of Northwestern Minnesota, 
leased to our daughter and son-in-law, on which we get a 


cash rent. 


My wife and I are getting aelospercent meturn jon 


our investment plus the annual real estate taxes. And for us, 


that is it, when our daughter and son-in-law are renting, 
are running a profitable enterprise. 
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If I were to put up my farm for sale to the highest 


bidder in my community, my own kids couldn't DUved Lee 

have got two neighbors, one on each side--one with 37000 
acres and one with maybe twice that much, and because of land 
inflation have a capacity to borrow almost anyplace that 
lends money that will price that land far beyond anything 

my kids can possibly pay for eet 

Pe>UppOse chat esOrt OL thing = =!s golngqon 
constantly. The question is, does it trouble us? Does it 
bother you any? 

DR. RAUP: It should, but perhaps for a different 
reason than you had in mind. The people who acquired it 
cheap and have it debt free and who can pledge it to buy 
additional land is a finite market and a market that can 
be exhausted with the passage of time. 

You run out of those people. In some communities 
we are running out of them. The neighboring farmer that 
seeks to buy now runs up against his equally large neighboring 
farmer who isn't going to sell out where there isn't a 
population of small tracts to buy by using his appreciated 
Manrdewasea basis L£Or credit. 

And as a consequence, the market, I believe, is 
now in a very critical phase. There are simply not many 
more tracts to be purchased iy tCheatpeway meena et eomtetreClcU, 


I believe, in the fact that the volume of transfers last 
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year is the smallest ever recorded per thousand farms sinee- 
the statistical series was begun in 1926. 

SECRETARY BERGLAND: Would you repeat that? 

DR. RAUP: The volume of transfers--this includes 
voluntary sales, foreclosures, tax sales, and sales through 
gifts or all other purposes--was the smallest volume as a 
fraction number of sales per thousand farms, the smallest 
figure since the statistical series was Degqungins 1326. 

TnivSerseaethin market weAS) a4 result, 1 teisead 
Volatile and subject to shock. The significance, the reason 
we should be concerned is much of that capital value in the 
real estate has crept into the support for production 
credit. 

By the back door, the production credit has not 
been granted, but it has been carried at levels that would 
have been considered dangerous were it not for what it was 
thought to be: a safety net created by this very high value 
of pertinent land. 

If anything happens to tilt that down, it is 
going to trigger a credit crisis, not because the land is 
pledged to reduce the production credit formally, put Decause 
it had been built into the comfortable feelings bankers 
had in financing the holding -~- 

We have a large stock grain in the country now 


Pelaiby people who, in effect, have been speculating in 
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the future's market with their own grain, financed by their 
Own bank, who is made comfortable by*the solid base of value 
OL that appreciated land. 

SECRETARY BERGLAND: Inflated land. 

DR. RAUP: Presumed value. If anything happens 
to change that, it will change the psychology of credit in 
a sense that has to do with much more than mortgage credit. 

BR. HJORT: First, Mr. Walters. On your brief 
statement on land use, I get the impression that youare 
Saying to us that continuing essentially with the policies 
and programs of today is adequate, maybe with a little more 
education push. Is that the intent of your statement on 
land use? 

MR. WALTERS: That is a fair analysis of what I 
said. One of the speakers in the last panel made some 
comments about resource control and so on. 

Personally,iIl am very, very concerned about the 
language in the Water Resources Act where it says you will 
omits, syoOu will do that, jor. 

IT am not really anxious to have agriculture in 


that position. I can take you again to an area which I 


am familiar with and the area Secretary Bergland spoke about-- 


Southern Iowa. 


Tt is true there are some examples that are just 


horrendous in terms of soil erosion there in the last three 
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to five years as a result of certain things that have 


happened. 

But in that same area, probably very close to where 
you were, we probably manage a farm on which we have put on 
soil practices where there is no erosion. 

These are not that expensive, and I said in my 
comments erosion or the conservation, that doesn't cost. 
And we are selling conservation through state agencies, 
through local agencies, through the Federal Government, 
on the basis that you are supposed to do it because it is 
good. 

People don't do things because it is good: they 
do things because of economics. And economics say that it 
is profitable. Therefore, we can sell conservation on the 
basis that it pays. 

And I can show you a farm that was derelict in 
1956, absolutely worthless, cost $100.00 an acre, and I 
delivered the corn off of it last week and made 173 bushels 
RCM emaCLe . 

That was derelict land. The only thing we didn't 
do was let the rest of it wash away. We haven't powdered 
it. It has been in continuous corn. It has been infertile. 
Since then, we used all the herbicides and chemicals we are 
not supposed to use, but the grass is growing and the 


waterways. I can drive anyplace I want to go. And Lipyou 
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ask a conservation person, they will tell you that one-third 


of it should be in grass, another be planted with corn. It 
is a communication: doing the right things that we know how 
to do and letting our people understand whaGieconuor 

There is a lot we can do. And what we must do is 
adapt a policy that conservation pays and stop being so 
Philosophical about it because it does pay. 

We ought to do it because it is economically good 
as well as something we ought to be doing because it is 
going to save us for posterity. 

DR. HJORT: Do you think we should modify the 
cost share type programs to provide -- to gear the incentive 
EOerhe reduction in loss of soil, say for example, as a 
way of helping to demonstrate the basic proposition you were 
making? 

MR. WALTERS: There is a paragraph in the 
Water Resources Act to this effect, and I put a big question 
mark out at the side because there is no way you can tell 
me how many tons of soil I am going to lose off of a 
particular field because you don't know whether it is going 
to rain three inches before that crop is actually out of 
the ground or how much residue is on top. 

This Husvadvery difficult thing tos getmarhandle 
on, The important thing is the program you have there is 


consistent in leaving residue on the top that you don't plow, 
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that it is not exposed, If you don't do this, it doesn't*38 
gO away, it doesn't wash away. | 

SO I don't think you can tie it to that kind of a 
program, But I am highly in favor of the support that you 
can give to conservation efforts, and you should be certain 
that these funds are expended for things that do actually 
conserve soil as opposed to many of the programs in the 
past, like putting ere on land. Pidtel Sarita culous emma 
is a program we ought to do otherwise. 

You ought to pay for terraces and these kinds of 
things which really do control soil erosion. And I am highly 
in favor of those kinds of things. And if you can encourage 
people to do it -- 

We build them, anyway. AS managers we are going 
to build them by the thousands of miles because they do 
conserve soil and they do pay, but some people aren't that 
Parad LONG. 

DEWPHIORGAS MosiBrooks ,sdo you finds that there 
aremaloteot vyoung blacksethat want.to engage,in agriculture 
and farming at the present time? 

MR. BROOKS: Well, I wouldn't say a lot. 

DR. HJORT: But more than can be accommodated? 

MR, BROOKS: Yes, I think so. We heard about an 
agricultural youth incentive opportunity, a new experiment 


with this Department and the Department of Labor. 


Acme Reporting Company 


(202) 628-4888 


RES ated ; , ‘ Jaxe fon ef 22 sae 


. 1eeob ati VSW8 oD : 


bios : Low P gaceid ¢« 70 Sol 8 saa 
ce J%eotqg siF 7% paterws? Sew 

ye >'cbtuow « .ffeW +: Bkooge mile, 

a ue 5. 36. AS6c nad oO 28. 3: TROT AG 
[ 

® FOCU: ; oe GF sO to I ..aeat S400%4 AM 


[Cait Eks we 6 eR ateege avisdaoni wivoy Letegiips ie 
| Tedd +o saan upgget eft fan tre aged abi 


239 
With that knowledge, along with the Federation of 


Southern Cooperatives and the Southern Cooperative Develop- 
ment Fund, we operate in a consortium together to do certain 
things. 

We did a quick Survey and got a lot of takers 
because what it came to with individuals--they were going 
to be trained, number one, and number two, one of the built- 
in features of the program which is absolutely essential 
is that there was a great possibility for access to lands 
in the program wherein that training substituted require- 
ments -— 

What you have to do, I think, is compete. JIt is 
an educational thing again. We are competing for their 
attention. 

Options based in young black youth today are the 
HEiiiarny Or «to igive a try -at migrating north or to 
Birmingham or to Atlanta as opposed to concentrating, 
through the land grant college systen, by the way, and the 
extension service, concentrating on opportunities that can 
be exploited by the community and in many cases involving 
tand already available out of title, out of Pecdcuction, 
owners off, who knows where, not available for use. 

What we are talking about in terms of competing 
for the attention of young people, to consider it as an 
option, First of all, we have to understand what is 
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happening, and then we have got to measure the cost of s 


that against a mix of opportunities and resources and some 
kind of concentrated effort with the institutional base 
that is already in place. 

It is not as if we don't have the intrastructure 
and contact with people and a lot of ideas, but it is a 
NO mracmeonocteanca Gay. late too, Otten. 

DR, HJORT: Given that, that there is an insti- 
tutional structure and there are individuals who want to 
take advantage of this opportunity, what do you see as the 
major barriers or constraints to accomplishing the goals 
you are trying to accomplish and others that are working on 
this problem and, within that, what could or should we be 
doing in the Federal Government? 

MR. BROOKS: I think, as I stated in my prepared 
statement, it is really not about doing anything new. Most 
of the programs are there, 

I never thought I would say that, but they are 
there, It is about attitudes. It is about attitude, You 
go back a long way. It is about control of the marketplace. 

When you look at what blacks are doing in agri- 
culture, we are less diversified than any other group. We, 
by the way, borrow less money than any other group. 


we are also discriminated against in the credit 


i ; e Oe 
market. Witness your own Department's statistics on who 
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gets what in terms of ownership and operating allowance, a 


But- the things are there, I think what it comes 
down to is that we have got to look at the concentration that 
is taking place in terms of land ownership, the vertical 
integrated effect of agri-business on intra for others. 

We have got to have more cooperation and interest 
in various levels of cooperation through a cooperative 
St muctuLrewe lathink it imakes,a lot of sense, 

And it has to be an overall kind of educational 
system,through the land grant colleges Principally eecoac 
talk about a multitude of occupations that are associated 
WEcmeagriculture. 

When we talk about agriculture, the only thing 
a young kid can think about is how his daddy had to beg 
somebody locally for some credit, that he came home dirty 
and worked very hard and didn't make much money and that is 
why he left in the first place. 

But there is much more to it than that. We have 
got to modernize our approach and our interpretation of 


what is possible for these young kids as well, as opposed 


to giving them a bum steer and non-direction in areas where 


even the date is showing liberal arts is not doing much 


for black kids, 


When you finish college, you are retrained, in 


the first place. So we have got to begin a new approach 
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with what we already have. 


It is about developing attitudes and changing 
attitudes and practices. 

DR. HJORT: Thank you very much. Phil, I gather 
that the major conclusion of your statement, for those of 
us who are concerned about structure, including yourself, 
is that a lot of this whole business of structure and what 
is happening to it and what is going to happen in the future 
depends upon the tax policy. 

But that is probably as important or more important 
than anything else that we look at. Is that it? 

DR. RAUP: I told you that I was singling out one 
aspect because it tied in with careful examination with 
otners. 

tT don't want to be cast in the mold of a one track 
mind, focusing only on one dimension of the problem. Now 
there are lots of other aspects,but if you ask me for a 
top priority policy area in which Government policy clearly 
can be manipulated and is being manipulated and is amenable 
to change in the political process, then I do single out 
tax policy as being symbolic as well as effective. 

and I believe it is true that the effects of 
inflation have made people more conscious of money given in 
the form of taxes because of their escalating income and 


i ati in higher marginal tax problems. 
their rapid escalation into higher marginal t 
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As a result, an economist's assumption that one 


dollar equals another dollar in computing the production 
function is no longer valid. 

I think it is demonstrably true that people will 
do things to escape taxes that they would not ele) hehe Tey sistobe 
equally weighted dollar amounts. 

And in that sense, I think tax policy has acquired 
a significance that it had not had before. Anda byethat,an 
mean even as recently as five or six years ago. 

So I do stress the significance of tax policy. 
Could I add one more comment? I was quite interested in 
the statement about conservation practices. 

We have a conservation district in Southwestern 
Minnesota, that includes the area that would be most like 


neighboring sectors of Iowa. 


And I have studied the map of the cooperatives with 


the Soil Conservation Service in that district, and oes 
an almost perfect map of the owner-operated tracts. 


This is the area of the stae in which lease and 


rented land is the highest fraction of the total area. And 


the land leased and rented in the area has, in general, 


been leased and rented since the turn of the century. 


There has been remarkably little change. The only 


change has been a shift from full tenant operation to part 


owner, but still the rented portion. 
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ANG stLil there has been in that district at least 


a very poor correlation between rented land and soil conser- 
vation cooperation with the SCS. 

It has resisted. That has been true since the 
system was inaugurated in the 1930's. That is a sobering 
thought. 

DR. HJORT: Let me make sure I understand. You 
are saying it is the owner operators that are taking advantage, 
that are cooperating with those programs. 

DR, RAUP: Much of that land is owned in California 
and Florida, and a great bit of it has been passed through 
the inheritance process: people who were once the children 
of the owners, but who have moved away, and some of them long 
ago. 

So there is a portion of it that is the terminal 
function of the inheritance process. I reckon about seven 
Pomiloepercent Of the area which should be available for 
lease at any one time where you have a frozen system, and 
the area there is approximately 50 percent, which is tar 
mchte than you need to provide and flexibility in an 


inheritance process. 


SECRETARY BERGLAND: You gained Mr. Walters' 


APLencLon . 


MR. WALTERS: 1 think where we should expand our 
professional management business. 
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SECRETARY BERGLAND: Thank you very much, ? 


gentlemen, for this excellent and provocative presentation. 

(Applause) 

SECRETARY BERGLAND: The next is a panel discussing 
agricultural purchasing and marketing, composed of 
John Anderson, President, Farmland Tnaustrives  winNC.:, 
Paul Farris, Head, Department of Agricultural Economics, 
Purdue University; Mr. Edward Covell, with the National 
Broiler Council; Dr. Kenneth Naden, President, National 
Council of Farmer Cooperatives; Mr. Richard Goldberg, 
Chairman of the National Grain and Feed Association; 
Dr. Allen Thompson, Whittemore School of Business and 
Economics, University of New Hampshire. 

Gentlemen, we appreciate very much your coming, 
and while we are 25 minutes behind schedule, we are going 
to go 25 minutes beyond the hour so at least you are granted 
an opportunity to say everything you are prepared to come 
to say, if that meets with your approval. 

Does anyone have an airplane problem, by the 


way? 


MR. GOLDBERG: 1 have one at 5:55, but I think 


a 


IT might be able to —~ if I have to get up —~ 


SECRETARY BERGLAND: We will proceed with the 


Peneiein the order in which you appear on the list, and 


then if you have to go, WE will understand. Okay, 
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STATEMENT OF JOHN F. ANDERSON, PRESIDENT, FARMLAND INDUSTRIES, 


ENG? 


Drank you, lr esecretary, Dr. Hjort. We at 
Farmland commend the Secretary of Agriculture for his 
efforts on behalf of family farmers. 

These hearings are themselves of information and 
importance to the panel. No people on earth enjoy more 
abundant and higher quality food than Americans, and no 
segment of our economy is more productive and efficient than 
the 3 percent of our population that feeds Americans and 
millions more around the world, 

It is no coincidence that more than 80 percent 
of America's farmers belong to at least one cooperative. 
Farmer cooperatives help family farmers remain independent 
and economically stable by offering a dependable source (fe 
farm supplies, by nelping them fight inflation and = contros 
costs, and by improving the farmers' share of the processing 
and marketing of their production. 

Why is a farmer-owned and controlled business 
so critical to agriculture? Ask the farmers of Perkins, - 
Oklanoma. 

During the fertilizer shortages of the early 
frustration as their non- 


Seventies, they watched with 


cooperative supplier loaded fertilizer for out-of-state 
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shipment, and then told his customers he had none to sell e 


them. 

He sold his product where the profits were greatest. 
I am not inpugning the profit motive. But while other 
suppliers maximized profit, often through overseas sales, 
Farmland Industries and our member local associations supplied 
every ounce of fertilizer we had to our farmer-members. 

Everyone who knows that hamburger and bread do 
not originate at the supermarket must also realize that a 
dependable supply of farm inputs is as important to consumers 
Pome tel SetOmlarmers., 

The Perkins story, by the way, has a happy ending. 
Those farmers took matters into their own hands and founded 
the Cimarron Valley Cooperative. Next time they won't be 
caught short. 

Today thousands of farmers Might be caught short 
of fuel were it not for their cooperatives. Several major 
oil companies have abandoned rural outlets in favor of 
metropolitan markets. 

A recent survey, documentea for the Department of 
Energy, disclosed that in 245 midwestern communities, 


Farmland member cooperatives provided the only refined 


fuels outlet in town, 


The cost of distribution to rural outlets often 


makes them less profitable than urban markets. But where 
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would we be if our farmers were left without fuel for 


their farm machinery? 

How do farmer cooperatives fight inflation and 
SouLoOuecOsts. ~talk= to the farmers in Vinton, Lowa. When 
they formed the Vinton Cooperative four years ago, it was 
reported fertilizer prices dropped $10.00 a ton--even while 
prices were rising in other areas, 

Economic necessity is the mother of cooperation 
and co-ops have always been on the front lines in the war 
against inflation, 

By providing competition--Vinton, Iowa, is just 
one of many recent examples I could cite--cooperatives help 
SPOntLoletne cost oOo, Larming and, thus, the cost or food: 

Another economic advantage of cooperation is 
brought Aone to farmers each year when they collect their 
patronage refund checks. 

The profits or savings of cooperative businesses 
are distributed among their members in proportion to the 
members' volume of business at the co-op. 

In 1978, cooperative patronage refunds to farmers 
in the state of Kansas alone totalled just under SU eel Old. 
Secretary of Agriculture Bob Bergland called coopetatives 
“absolutely necessary" as business extensions of farm 
operations, enabling family farmers to compete on equal 


ad ee ' 
footing with other sectors of this country's 


Acme Reporting Company 


(202) 628-4888 


z=) 


f 
a 


sagiensaK%ea @Qeeniaud os “Ti.sees¢ 


rsimow OF exsmgst ylimar peiicane \ eho La eEg 


= 


e'yitapad eld tn wrotose sotto dé sep 


= 


NO 
= 
LO 


highly-organized business sector. 

Farmland industries offers these recommendations 
to help ensure the continued health of American agriculture 
through its family farmers and their cooperatives. 

First: Preservation of the Capper-Volstead Act, 
the cooperatives' Bill of Rights, is absolutely imperative 
to the future economic well-being of the family farmer, 

Second: Agricultural exports are vital to the 
economic welfare of family farmers and to our nation's 
balance of trade. 

We urge continued progress toward free and open 
trade among nations. Farmland urges support for Federal 
programs to help identify, study and encourage export 
opportunities for cooperatives, 

Aggressive cooperative exporting programs hinge on 
capital availability, and we support action to permit Banks 
for cooperatives to provide export financing. 

Third: Farmland urges the establishment of a 
combined cooperative research and consulting service with 
agency status within the Department Orehoricul lure. 

Fourth: Direct the benefits of Government programs 
and policies to the family farm and those who seek to form 
faniily farms. 

To accomplish this, it is necessary that a 


definition of the family farm be adopted. The definition 
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Should recognize that the true nature of the 


family farm 
lies in the control of decisions regarding the use of the 
land by an individual and/or members of a Panini yes 

Decision=making control implies ownership, 
intended Ownership, OpelLong-—term rental or the Landa. © A 
family farm is a farm where primary labor and all of the 
management is vested in the owner-operator or renter- 
Operator and related family members. 

Summary: There is a closeness between the farmer 
and his cooperative business which is unique in today's 
world of corporate giants. 

Where else in our economy can farmers and ranchers 
share in the benefits of a business he owns and controls. 
Where else in today's economy is there a corporation whose 
basic objective is to improve the economic position of the 
agricultural producer, 

Where else is the board of directors policy decision 
guided by the question, “Is it good for farmers?" Thank 
you, 

SECRETARY BERGLAND: Thank you very much, 
MreeAnderson. (Now Dr.*Paul Farris’ 


STATEMENT OF PAUL L. FARRIS, PROFESSOR AND HEAD OF DEPARTMENT 
SSS ae en Sa a 
OF AGRICULTURAL ECONOMICS, PURDUE UNIVERSITY 
Vt Sie eS ete OS SE SS SS 


Thank you, Mr. Secretary. I have a brief 
introductory comment, and then I would like to offer some 
recommendations on Government policy with respect to 
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Marketing. 

Atethevoutset,.i,tind it. useful.to.call_attention 
EOssUipplyavariability in agriculture.» That.is caused by 
biological and natural influences and by the economic behavior 
of numerous decision-makers spread over a broad area. 

Markets are well suited to the task of balancing 
fluctuations in supplies and demands, Given the inherent 
Characteristics of agriculture, the unique advantages in 
marketing will continue into the future. 

Another characteristic of more recent importance 
is» the trend toward industrialization of production and 
marketing. 

This has increased the farm size that has helped 
bring about vertical integration. In many cases, unit costs 
have been achieved by consumers and consumers have benefited. 

But as contracts and other administrative arrange- 
ments have tended to replace traditional markets, there has 
come a question of control or where within integrated 
systems key decisions will be made. 

Given the well-known trend toward large size and 


7 j £4 . 1 i) 
increasing concentration of business in a few firms in potn 


the input supply and the product marketing industries, the 


shifting of control to these off-farm firms tends to occur. 


This development affects farm structure by 


encouraging large volume, regular supply flows and 
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Standardization of quality. 


Managerial freedom of farmers tends to be reduced 
as some decisions are shifted to non-farm firms. Farm size 
increases may be stimulated for some farmers who affiliate 
with closely coordinated vertical systems. 

Those farmers may find it inconvenient or unde- 
Sirable to become affiliated with such systems and either 
choose to or are required to rely on traditional market 
outlets. 

Where traditional markets become increasingly 
unrepresentative, costly or nonexistent, greater efforts 
are required to search out alternative marketing opportunities 
and develop optimal strategies in buying and selling. 

Farmers are finding that they need to invest 
an increasing amount of time and effort to do an effective 
marketing job. 

Attention to marketing tends to favor the larger 
farmers because they can spread the cost of searching out 
and evaluating buying and selling alternatives over more 
units than can their intermediate and smaller size neighbors. 

I now turn to implications for marketing policy. 
The evidence does not convince everyone that increasing 
concentration in agribusiness sectors and administratively 
coordinated vertical systems are inevitable or necessary for 


. ‘ 2 IO » 7 
efficiency and progress 1in the agricultural economy. 
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In fact, high levels of economic performance can 


probably be achieved with a variety of organizational 
patterns, given appropriate policies and incentives. 

Owing to the characteristic uncertainties in 
agriculture, market coordination has Many advantages. Also, 
there is a commonly expressed preference by society for 
decentralized decision-making and a wide distribution of 
economic power in the economy. 

Thus, the following market related policy steps 
would seem to favor an independent family farm pattern in 
much of agriculture and also be consistent with the goals 
and values of the agricultural community and of society. 

First, pursue a vigorous antitrust policy to deter 
or reverse tendencies toward high concentrations of economic 
power and facilitate the potential entry of new competitors 
in farm input supply and product marketing industries. 

Two, emphasize the role of cooperatives in the 
development of purchasing and marketing arrangements for 
independent farmers, in bargaining and in offering effective 
Seisetitton where opportunities appear, 

Three, strengthen market exchange processes. This 
might include subsidizing the cost of operating market 
facilities and experimenting with new marketing arrangements 


such as electronic or computerized marketing. 


Futures markets might be encouraged and supervised 
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in such ways as tO increase their role as focal points for 


competitive price discovery and their use and acceptance 
as benchmark prices in establishing terms of trade at other 
points in marketing channels. 

Four: Increase the amount and distribution of 
relevant and timely market information available. Authority 
to require mandatory reporting of transactions data might 
be desirable in some situations. 

Five: Examine marketing regulations and marketing 
services from the standpoint of their possible differential 
impacts on various sizes and types of farm producers. 

Six: Increase research efforts addressed toward 
evaluating organizational trends and marketing policies now 
in existence and determine the probable consequences of 
alternative marketing policies, services and educational 
activities on the structure of agriculture and on the social 
and economic performance of the food and fiber system. 

SECRETARY BERGLAND: Thank you very much, 


Dr. Farris. And now to Mr, Edward Covell. 


STATEMENT OF EDWARD H. COVELL, NATIONAL BROILER COUNCIL 

Thank you, Mr. Secretary. I am from Easton, 
Maryland, and we hope to see you there sailing our rivers 
in the not-too-distant future. 


SECRETARY BERGLAND: You will find me there every 


“ = | 
weekend, especially when the weather is bad. 
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MR. COVELL: As a former Chairman of the National 
Broiler Council, I am appearing today on behalf of our 
national trade association for producers and processors of 
broiler chickens. 

Mr. Secretary, we appreciate this opportunity to 
participate in this series of public meetings on the struc- 
ture of American agriculture. 

We are particularly interested in the topics to be 
discussed by this panel on "Agricultural Purchasing and 
Marketing" since the broiler industry in the United States 
has had-more experience with vertical integration and 
contract production than any other segment of agriculture. 

The broiler industry in the United States is 
basically a two-stage agricultural industry, consisting of, 
one, primary breeding firms and, two, vertically integrated 
producer/processor firms that take the foundation breeding 
stock and produce a ready-to-cook finished product under 
a coordinated system. 

The typical integrated broiler firm has one or 
more hatcheries, feed mills and slaughter/packing facilities 
and contracts with hatching egg producers and broiler growers. 

It is estimated that over 90 percent of all 
broilers in this country are produced on a contract basis 


and over 95 percent of all broilers are produced by verti- 
cally integrated firms, 
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Vertical integration emerged as a significant 
organizational feature of the poultry industry during the 
wo US 

It is the firm belief of members of the National 
Broiler Council that the results have been very positive for 
the integrator, the grower and, above all, the consumer. 

No segment of American agriculture has contributed 
more to the well-being of the American consumer than the 
broiler industry. 

Time does not permit more than a brief discussion 
of a few of the positive aspects of vertical integration 
in the broiler industry which I would identify as follows: 

One: Prior to integration, the complete freedom 
of choice of breeds, feeds, management practices and mar- 
keting methods by individual producers resulted in irregular 
supplies of chickens in the marketplace that were highly 
variable in quality. 

Standardization of production practices and 
scheduling has eliminated many variables in quality and 
provided ample supplies for consistently growing markets. 

Approximately 10 pounds of chicken was consumed 
in 1950, and it is projected approximately 60 pounds will 
be consumed in 1980. 

Two: A coordinated system of production has made 


it possible for the broiler industry to rapidly adopt 
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technological advances in breeding, feeding, management, 


disease control and processing. 

thesresulting sincreasesin productivity has definitel 
benefited the integrator, grower and consumer. 

Three: Although vertical integration has not 
changed the cyclical nature of the broiler LndUusStry) se nas 
served to insulate the grower from significant downside 
risks. 

As pointed out at one of the regional structure 
meetings by a Northwest Arkansas farmer, "less risk" for 
the grower is one of the overriding virtues of integration. 

The former independent grower, who now raises 
poultry under contract, said that while he was makes less 
money per unit of production, the integrator absorbs the 
market risk. 

In-addition to providing an easiereway for young 
farmers to become established, he said, contract production 
allows farmers with marginal land for crops to stay in farming 

Four: In addition to the economies of scale that 
are associated with vertical integration, there is another 
factor which results in decreased costs to the consumer. 

The coordination of vertically integrated functions 


eliminates the multiple profit centers that existed when the 


functions were performed independently. 


It is perhaps a commonly held belief that consumers 
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Will pay higher prices for food if farms become larger and 


more highly coordinated. 

Based on the experience of the broiler industry, 
there is no factual basis for such an assumption. Rather 
it is an indisputable fact that changes in the structure of 
the broiler industry have resulted in substantial decreases 
in production costs which, in turn, have been passed on to 
the consumer. 

As pointed out by Dr. Ronald Knutson in his address 
at the 1980 Agricultural Outlook Conference, "ee despite 
inflation the nominal price of broilers was the same in 
1978 as it was in 1950. The real price of broilers declined 
45 percent while consumption more than doubled. Such 
evidence over a 30-year period can hardly be viewed as 
contrary to the consumer interest." 

Mr. Secretary, it is not our purpose in appearing 
here today to suggest that vertical integration is right or 
Seeyais) bahepe Kepelette agriculcunmal commodities. 

We are not suggesting that the broiler industry 


should serve as a structural prototype for American 


agriculture. 


We wimply with to make these points; Vertical 


integration is an accomplished fact in the broiler industry; 


we strongly and sincerely believe that vertical integration 


is the best and most appropriate structure COLsries proven 
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industry; and vertical integration in the broiler Aen ee a 


has produced positive and lasting results for the integrator, 
the grower and the consumer. 

The broiler industry today can best be described as 
dynamic, innovative and highly competitive. Our industry 
can retain these positive qualities in the future provided 
there is no additional government involvement and inter- 
ference. 

We believe that it would be a grievous mistake 
for the government to suggest or promote any fundamental 
changes in the structure of American sgriculture that would 
penalize the efficient and productive sectors of agriculture 
and thereby increase the cost of producing food. 

SECRETARY BERGLAND: Thank you very much, 

Mr. Covell. And now to Ken Naden. 


STATEMENT OF DR. KENNETH D. NADEN, PRESIDENT, NATIONAL 
COUNCIL OF FARMER COOPERATIVES 


Mr. Secretary, Director Hjort, I am pleased to 
Dapctelpate in this hearing on behalf of the farmers 
marketing, purchasing and credit cooperatives of the 
country. 

The National Council of Farmer Cooperatives is 


. . -_ . . e . . t 
a nationwide association of cooperative businesses which 


are owned and controlled by farmers. 


Its membership includes 118 regional marketing 
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and farm supply cooperatives, the 37 banks of the cooperative 


Farm Credit System, and 31 state councils of farmer coopera- 
tives. 

National Council members handle practically every 
iVoeeOr AOL Cultura, commodity produced in the U. S., market 
these commodities domestically and around the world, and 
furnish production supplies and credit to their farmer 
members and patrons. 

Five out of six U. S. farmers are members of one 
or more cooperatives. The National Council represents 
about 90 percent of the more than 7,500 farmer cooperatives 
in the nation, with a combined membership of some 2.5 
million farmers. 

Off-farm-operated, farmer-owned cooperative 
business associations are neutral in their effect on 
farm size and on the structure of agriculture -- that Say 
the concentration of output from farms. 

As cooperatives are formed, grow and mature into 
viable, competitive, financially strong organizations, 
they neither impede nor support increases in size of 


operations of individual farmers. 
Many marketing, purchasing and credit cooperatives 


nave been initiated by a small core of relatively large 


farmers who were influential in their local community and 


who could see the need for group action better than some of 
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their neighbors. 


They may have had a better education and a broader 


comprehension of the forces which influence the markets for 


their products, the markets for their farm supplies and their 


credit. 

However, once the cooperative is formed, they 
have kept their doors open to affiliation by large and 
small farmers alike and have been democratic in their 
influence. 

The need for widespread cooperative activity by 
farmers: arises from the basic pattern and system of agri- 
cultural production which developed in a society that 
reveres private property and a government that was anxious 
to see its vast land resources settled and farmed by 
individual farmers rather than ny other way. 

The greatest single benefit to the general public 
of this kind of individual proprietorship type of farming 
business, which combines the capital, labor and management 
resources in oneperson, is that it results in a continuous 
full-output policy. 

No other type of industry in the entire economy 


follows such a policy so consistently, sometimes even to 


its own severe economic detriment. 
This is the normal output policy of any atomis- 


tically structured industry. The public should recognize 
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ele great asset which it’ has in its present family farm 


system of individual proprietorship and should be prepared 
Coecay a LaLr price for the products of these farms in order 
to maintain this system unimpaired. 

The public wants and deserves food security. 

It has had, and now has, the best food security that can 
be obtained. 

It should also recognize that that food security 
depends upon farmer security. Farmers must obtain adequate 
security from the operation of strong, effective cooperatives 
hat are active in off-farm markets or through government 
programs. 

As a direct result of the full output policy 
described above, farmers have virtually no market power or 
pargaining power in the marketplace for their products 
or their production supplies and Credit. 

Pecull Oucput policy usually results in surplus 


production and a buyers' market environments. Even if 


there were no imbalance in market structure between farmers 


and those who furnish supplies and buy their products, the 
puyers' market environment would ensure competitive returns 
forecrarm PpLOaUCTS, frequently below cost Ofeproducticn. 
Furthermore, in the business world there is 
another f 


actor which adversely affects the terms of trade 


between farmers and their suppliers and handlers. 
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This is the great difference in bargaining powef?> 


which comes from the striking contrast inmarket power between 
farmers and the non-farm businesses. 

The latter have considerable control over output, 
hence considerable influence over price, and are able to 
adjust production in such a way as to pass along a substantia 
part of their increases in costs of production. 

Secretary Bergland recognized this again in a recen 
interview, saying: “Farmers really do not have any power 


to pass along their costs." 


Hence, it is well known that cooperatives have 
been designed to help make farmers more competitive in 
their relationships with non-farm businesses, ana 
have corrected, to.some extent, the usual adverse terms of 


trade which developed out of the conditions described above. 


Farmer-owned and controlled cooperatives have a 


major role to play in the American agricultural economy. 


They are the american farmers’ best assurance of achieving 


economic clout in the marketplace when buying vital farm 


supplies, when marketing farm commodities both here and 


abroad, and when receiving financial services and credit 


for their farming operations, 


The nation's more than 7,200 farmer-owned 


marketing and supply cooperatives, and the more than 1,000 


farm credit associations, must be considered a critical 
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element to be included and protected in national agricul- 


tural policy for this decade and beyond. 

Then, Mr. Secretary, in a part of this paper I 
address three topics related to cooperative activities that 
are in the current area of public discussion. 

I won't be able to cover those, but I will leave 
them in my document and my summary statement is that 
numerous Congresses of the United States have declared 
directly and indirectly through the statutes that the 
creation and successful operation of farmers' marketing, 
purchasing and credit cooperatives are in the public 
interest, and that farmers should be encouraged to use this 
route to achieve greater security and fairer prices. 

Numerous Secretaries of Agriculture have agreed 
and have issued departmental policies to support and 
implement this public policy, 

In the light of present-day challenges, this 
public policy should be continued and a high priority 
should be given to recognition and implementation of steps 
needed to maintain a favorable climate for the continued 
operation and growth of farmer cooperatives. 

I appreciate the opportunity to appear on tris 
panel today. 

SECRETARY BERGLAND: Thank you very much, 


Mr. Naden, and now Mr. Richard Goldberg. 
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STATEMENT OF RICHARD W. GOLDBERG, PRESIDENT, GOLDBERG ao 
FEED AND GRAIN COMPANY 


Thank you, Mr. Secretary. I am here today 
representing the National Grain and Feed Association, of 
which I am its Agricultural Policy Committee Chairman. 

We have been following with great interest the 
meetings across the nation, and we are happy to be here 
today to present a perspective for the grain and feed 
industry. 

I would like to focus very briefly on three 
related marketing areas: one, the Soviet embargo; two, 
pe sory farm bargaining and, three, transportation 
Do eLCy . 

The National Association activities and programs 
are guided by its Code of Ethics which states, in part, 
that it is "the strong belief of the National Grain and 
Feed Association that the best interests of the country, 
the public, and all levels of American agriculture arevserved 
by a strong competitive market. 

"Therefore, this Association dedicates itself to 
encouraging and vigorously defending political and economic 
circumstances which foster and encourage the viability, 


health and expansion of free markets... 
Therefore, we strongly support the Department of 


: : . 7 7 | ‘ . ' 
Agriculture's opposition to unworkable international grains 
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arrangements and establishment of a national grain board, 
thereby preserving free markets for agricultural products. 

The Grain Embargo: The National Association is 
concerned about governmental intervention into the grain 
marketing system, particularly that which has resulted from 
the embargo on grain sales to the Soviet Union. 

The imposition of the embargo last January threw 
the grain marketing system completely out of kilter. 


Seventeen million metric tons of corn, wheat and soybeans 


no longer had a market. 


Nearly 3,000 barges were stalled in the Mississippi 
River waiting to deliver their grain to the Guilt ance paLde 


freight rates plunged. 


Elevator operators who had purchased grain at 


Friday, January 4, prices or who had contracted for 


transportation, faced losses running into the millions. 


Farmers no longer had buyers for their grain. 


Our traditional and time-tested marketing channels were 


rendered useless as the Commodity Credit Corporation moved 


into the domestic grain market. 


Since mid-January it has purchased 4.2 million 


metric tons of wheat and 2.5 million metric tons corn. 


In addition, it has pledged to buy 510,000 metric tons of 
soybeans. 


The National believes that this government grain 
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buying program should be expedited quickly and never again 


repeated. 

The grain marketing system should be returned to 
its normal and realistic patterns that are based on supply/ 
demand, pricing, margins, and operating costs. 

Indeed, the requirement that CCC utilize the 
usual and customary channels, facilities, and arrangements 
of trade and commerce is contained in the Commodity Credit 
Corporation? Charter Act. 

Controls on this one segment of our economy-- 
agriculture--have placed an unfair burden on producers and 
grain merchandisers, and we urge that the "food weapon” 
never again be used as the major tool in foreign policy. 

Compulsory Farm Bargaining: The National 
association opposes compulsory farm bargaining for several 
reasons. 

First, there is no need. Producers OfsagriculturaL 
commodities already have authority to voluntarily join 
bargaining associations with immunity from antitrust laws 
granted by the Capper-Volstead Act. 

Second, mandatory bargaining would be disruptive 
1 markets because prices would be established througn 


to norma 


bargaining rather than in the competitive marketplace. 


World-wide supply and demand factors would be 


meaningless and the futures markets, which have been so 
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effective in price discovery, would become useless. 

Third, bargaining has the potential to price commo- 
ditiess above the world market price. Fourth, prices. to 
consumers ultimately would increase. 

Fifth, compulsory farm bargaining likely would 
necessitate the establishment of a giant bureaucracy to 
administer the programs. 

And sixth, judging from the extensive litigation 
and:.court.decisions under the National Labor Relations Act 
in defining the term “bargaining in good faith," we can 
expect that the courts would be overtaxed in their attempts 
to define and refine the term as applied to agricultural 
producers and handlers. 

I would like to talk briefly about the transpor-— 
tation. There can be no doubt that the state of our 
nation's transportation system is an issue of overriding 
concern to agriculture and agribusiness--this was a recurring 
theme through the 10 regional meetings. 

The National's official transportation policy, copy 
attached, states that "aA strong viable transportation system 
sary for the grain and feed industry to continue 


is neces 


as an important segment of American economy. 


"mo assure such a system, legislative, aan Ss clos 


tive and judicial activities must be geared to promote 


competitive effective and economical transportation services 
[/ 
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Briefly stated sithe policy calls for the:continua- 
tion of a privately operated railroad industry, permitting 
greater latitude by management in operating the system 
efficiently under reasonable performance standards in the 
absence of archaic work rules. 

In conclusion, Mr. Secretary, we see a bright 
future for American agriculture only if the grain marketing 
system can operate in world markets unfettered by ano uerary 
government interference, 

SECRETARY BERGLAND: Thank you very much, 

Mr. Goldberg. Now our last panel on this group, 

Dre nompson, 

STATEMENT OF DR. ALLEN THOMPSON, ASSISTANT PROFESSOR OF 
ECONOMICS, WHITTEMORE SCHOOL OF BUSINESS AND ECONOMICS, 
UNIVERSITY OF NEW HAMPSHIRE 


Thank you, Mr. Secretary. The concerns raised 


in the regional meetings about the structure and consequences 


of agricultural product markets were many and varied. 

It is clear from reading the summaries of these 
meetings that different parts of the country and different 
groups of farmers and consumers have very different ideas 
about the ideal structure and the desirable role of govern- 
ment, 

In the brief time allotted to me, I cannot hope 


to address each of these concerns. I have chosen to focus 
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principally on what I see as the undesirable effects of 


the present marketing system on small and low income farmers 
and to suggest some directions for policies which would 
improve the options for that group. 

It is generally recognized fact that the marketing 
system through which the bulk of food products reach today's 
consumers is increasingly becoming more concentrated. 

Fewer and larger farmers facing fewer and larger 
buyers. For many small farmers, access to these markets 
is difficult and, when available, often the terms of 
BCCcess are poor. 

The reasons cited for this range from "economies" 
associated with dealing with larger producers to undependa- 
ble quantities and qualities of products produced by small 
farmers to the pressures of unequal bargaining strength 
of small farmers facing large marketing firms. 

There is little doubt in my mind that the structure 
of current marketing systems has been a major contributor 
to the declining role of small scale producers in American 
agra culture. 

Viewed from the standpoint of total volume of 
agricultural production, or from the standpoint of agri- 
business marketing concerns, the declining role of small 
farmers is of no major concern. 


From a social standpoint, however, the highly 
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touted “efficiency" of this system can be questioned. 


While there have no doubt been some advantages, many of the 
real costs of urban congestion, rural poverty, increased 
dependence on cross-country distribution systems high in 
energy use, increased concentration in the processing and 
distribution of food products, are costs attributable to 
Thescurrenc=Structure of agriculture. 

Moreover, the lost options for small farmers, 
many of whom not only prefer farming but are also faced 
with limited non-farm income possibilities, must be 
considered a cost from a social perspective. 

I do not propose to disassemble this system, but 
I do propose we give serious consideration to the total 
consequences. 

I believe strongly in the principle that economies 
function best when individuals -- in the present case, 
farmers and consumers -- are presented with options. 


The current trend, however, seems to be toward 


HimiLting rather than expanding options in agriculture. 


Some of the policies I would suggest would aid farmers 
seeking to market their products through the present 
system. 

Providing farmers with more information about the 


expected grades, standards, and varieties could reduce some 


of the problems the present system has had in dealing with 
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Increased information about prices and available 
IMarkets outside the local area could help overcome some 
of the problems small farmers face in dealing with localized 
concentration. 

Monitoring and regulating terms of contracts could 
help alleviate some of the abuses of that system. Helping 
to organize small farmers into successful producer coopera- 
tives could help them to deal with market power possessed 
by buy ers « 

This could also make small producers more econo- 
mical to the marketing concerns which demand integrated, 
coordinated delivery of relatively standardized products. 

In fact, I see a dismal future for small farmers 
who peat te within the current system unless they can become 
members of strong cooperatives capable of countervailing 
the power on the other side of the market. 

For a number of small farmers, however, more 
desirable options are available through the use of one or 
more kinds of direct marketing. 

I take serious issue with the authors ge (Slee! 
"Second Annual Report to Congress on the Status of the 
Family Farm," who conclude that, “the potential impacts 


of farmer-to-consumer direct marketing on themstructure: of 


agriculture are quite limited." 
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| PS: 
This conclusion is true from one perspective. 


Direct marketing options will not cause a major revolution 
Wigetiie sstructure;, Of agriculture nor will the bulk of 
agricultural products move in this way. 

However, the conclusion misses the fact that 
direct marketing options have proven their worth in many 
areas both in terms of increased income for farmers and 
by the test of the marketplace -- consumers have clearly 
been willing and, by most indications, are guite pleased 
with the opportunities presented by these alternative 
markets’. 

Despite a growing acceptance of the finding 
that cooperatives and direct marketing options are desirable 
for the continued survival of small farmers, there is 
only a limited and somewhat fragmented effort towards these 
ends, with much of the activity taking place outside the 
scope of the agricultural establishment. 

Moreover, it would appear -~- and the brief 
experience under the Direct Marketing Act of 1976 can be 
used as a principal example -- that most of these efforts 
are viewed botn as experimental and marginal. 

It can be hoped that state departments of 
nt experi- 


agriculture, the extension services and land gra 


ment stations, as well as the USDA, will expand their 


interest in and activities in support of these two goals. 
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At the Federal level, increased attention should 


be given by the cooperatives service branch of the Econo- 
mics, Statistics, and Cooperatives Services to organizing 
small farmers into successful cooperatives. 

Additionally, serious consideration should be 
given to establishing an Alternative or Direct Marketing 
Service, patterned after the Cooperative Service and 
staffed with persons knowledgeable in alternative marketing 
systems and capable of providing technical support to groups 
exploring alternative markets. Thank you. 

SECRETARY BERGLAND: Thank you very much, 

Mr. Thompson. I will pass on a piece of news which I 
think we would have to put under the heading of hearsay, 
but the networks are reporting that President Carter is 
going to nominate Senator Muskie to be the Secretary of 
State. That is hearsay. 

If it is all right with you, I would like to 
direct a question to Mr. Goldberg because I know he has a 
plane to catch, and then we will get back on schedule. 

MR, GOLDBERG: I think Te ameall’ right, 

Mr~w Secretary. 

SECRETARY BERGLAND; I will pick on you now. He 
is a neighbor: I can do that. 

MR. GOLDBERG; I tried. 


SECRETARY BERGLAND: A couple of tHengo.ee clr sc 
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of all, on the transport matter, you made reference to real 


need for general deregulation and the encouragement of 
intermodal competition in transportation. 

Eegenerally think ‘that is “a sound"approach.” “The 
railroad industry needs to be restructured because it was 
laid out a hundred years ago and things have changed 
substantially since that time. 

Duluth has become a major seaport, and all that 
has happened. My question is, what about the dependent 
community? What about the town out in the middle of 
North Dakota that has only one railroad and it is miles by 
Pouce 

And with fuel penalties in trucking, it really 
leaves a problem for them. 

MR. GOLDBERG: Mr. Secretary, you are talking 
about a branch line? 

SECRETARY BERGLAND: It could be, I am thinking 
if we leave the transport, the placing of transportation 
service, to the marketplace, obviously a railroad company 
would have to decide whether or not to Tnvest) 5.00, 000 —a 
mile or more to upgrade the track, ana a lot of that simply 
won't justify that kind of investment, What then? 

MR, GOLDBERG: Basically, I think what you are 
talking about, Mr, Secretary, is a branch line probably 


where you have a small rural community that is solely 
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dependent on the operation of that branch line for its 


continuance. 

I guess personally I would have to say that at 
some point in time those branch lines will no longer be 
with us as they are now, of course, a part of the nonproduc- 
tive, non-income producing cycle for the railroad industry. 

Tnesanswer,- 22) relate it to» our part of the 
world, fothink, is all the building up of sub-terminals, 
the pooling together under one or more facilities -- and 
some of that is going on in North Dakota now -- I think 
that will have to be the answer. 

I believe the farmers located in those areas -- 
and, to some extent, they are already doing it with the 
introduction of larger trucks and so on -- will have to go 
greater distances in order to market their grain by the 
use of service transportation. 

SECRETARY BERGLAND: Do you think this is likely 
to evolve to a point where mainline railroads will be 
patronized by unit train operators serviced by sacellites 
in which grain is hauled by truck? 

MR. GOLDBERG: JI think you are going to have a 
combination. North Dakota is unique because we have such 
a wide variety of crops. 

And: tietyou relate that to the unit trade concept, 


we are not in the same ball game as Southern Minnesota, 
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Towa, and so on. But I think essentially I agree with ete 


that some combination of the terminal or a central area 
will have to be the answer, and you are going to have it. 

SECRETARY BERGLAND: If you put on the other hat, 
representing the National Feed and Grain Association on 
the matter of food as a weapon, obviously it has an impact 
on agriculture and probably, to some extent, on the structure 
ereagriculture: 

Unfortunately, we live in an imperfect world and 
we deal with people who don't do like we would do. So from 
time to time, the President is forced, for reasons of 
national security, to take actions that were not expected: 
the Iranian question. 

We have complete emgargoes against Cuba, North 
Korea, and other countries. Are you suggesting that ene 
question of trade and agriculture should be separated from 
matters of national security? 

MR, GOLDBERG: 1 think a lot depends on the 
If you are referring, Mr. Secretary, to 


circumstances. 


the situation as it was on January 4th, I would disagree 


wilt Unie administration's using the weapon in that particule 


Tos tance, 


And we certainly haven't impressed the Russians 


into getting out of Afghanistan, which was the prime reason 
for doing it. 
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SECRETARY BERGLAND: On the other hand, of ae 


course, the argument we are not going to debate the Russian 
grain embargo. 

But the fact of the matter is, the real world in 
which we live is political events that do have an impact of 
agriculture because of its evolution. 

We have gone from a highly diversified subsistence 
kind of agriculture, but the application of technology has 
changed that. 

There is a monoculture. They grow one or two 
crops, probably, but they are not highly diversified, and 
they depend upon markets halfway around the world, and 
they are interrupted by things not anticipated, not 
expected. 

What do you think Government should do about 
that? How can we help, I guess is what I am getting around 
to? 

You can't tell what is going te happen ine toe 
Soviet Union from one week to the next, and yet -- there 
is nothing we can do about the expansion of agriculture 
inepraciiy vette is happening and it has an effect on 
the policies back in the United States. 

MR. GOLDBERG; Mr. Secretary, I firmly, believe 


we are telegraphing the wrong signals. We are telling 


the Brazilians and the Argentinians to grow more grain 
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because we ha a ws rad le 
ve adopted a national security policy whereby 


we will, on occasion, use food as a weapon. 

I just think -- I recognize that it is simple, 
mesasizbly, for me to sit here and say, with all of the 
ramifications and the tremendous pressure on the President 
on the decisions he has to make, the options open to him, 
but I just think that food and trade is a very poor thing 
to use because, most of all, it is very difficult, if not 
impossible, to enforce. 

And we have seen since January what has occurred 
in the Soviet Union. 

DR. HJORT: What have we seen? What have you 
seen? 

MR. GOLDBERG: Well, I think, if you watch the 
Department's updated figures since January 4th and what 
they predicted in the additional months and weeks following 
the suspension of the sales, the Soviets have obviously 
been able to acquire nearly all of what they needed to 
acquire. 

DR. HJORT: Precisely what we suggested right 
after the suspension they would be able to acquire; right? 
Vou don'treseeeany difference in the estimate of what they 
have obtained now from what we said they would be likely 
to be able to obtain in the testimony that the Secretary 


of Agriculture gave and the Under-Secretary gave ticle 
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days immediately following the Suspension, do you? ze 


MR, GOLDBERG: Obviously, I am incorrect. It 


seems to me the percentages have increased, but I may be 
wrong. 

DR, HJORT: They have not. 

SECRETARY BERGLAND: Well, you put your finger 
on a very important matter because I think if we were to 
say that we are going to resume commercial relationships 
with Iran, as the matters now stand, there will be revolt 
PeethiescmcOultry. speople wouldn't stand for itspolitically. 

And we live in a political environment. So these 
are things that do have an effect, and we don't have a very 
good system of safeguards in Government now to take care of 
any -- the consequences of some action that may be driven 
or precipitated by foreign power that has designs on us. 

That is one of the matters that we must examine 
carefully as we grow into a global market, and we surely 
are, 

There isn't any question about that. In spite of 
the Russian actions, exports this year will break all 
previous records by $6 billion and by ene) vote OLS. 

There isn't any end in sight for the program: 
the demand for agricultural exports. But that heightens the 
risks involved back on the farm again, 


It creates all kinds of disturbance ana the markets 
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are depressed for a lot of reasons. Part of it is anti- 


Cipation. We have to get on. Time is flying by. 
Mr. Anderson, what do you think is the proper role of 
co-ops in the marketing structure? 

I am trying to sort out whether or not they > 
ought to helped or encouraged, whether they can take care 
of themselves, whether they confine themselves primarily 
with the large-scale farmer who is looking for an economic 
advantage through a cooperative or if they have, for lack 
of a better term, the social awareness of needs of the 
small farmers who don't have the same kind of economic 
leverage the large-scale farmer might have. 

What about this whole business? My dad used to 
talk to me about cooperatives like he was going to church. 
And people nowadays look upon cooperatives as a business 
enterprise. In some cases, it has no soul; only a bank book. 
What about that? 

MR. ANDERSON: I think cooperatives are a very 
important and an integral part of the whole agriculture 
System. 

The size -- you mentioned the size, large or 
small farm -- I think there is a definite place for both 
the large and the small farmer within the cooperative 
system from the standpoint of the purchase Cteinpucs sand 
also on the marketing side of that particular farm. 


Acme Reporting Company 


(202) 628-4888 


dem lewpeacl ab Bas 22825008e 
nessa 


ant 


i) 


Gg efi » # #t ered Anidds I-— mal ee 
ig #2 ial: 


: i oe r-= 
a ’ g 4 


> ~aepees {lasta 96 


+ 


bas” sozat | a2 


s-eacoag wi bo eniogbante a ie f 


o 
ii 
© 
t~ 


eset telkeieedg sudg to sale palsetzan 


24 


25 


. . Zoe 
If it is a farm that doesn't market any products, 


then I suppose he doesn't need a cooperative marketing 
system. But as long as he is big enough or has the desire 
to market and there is a co-op in his area, there is no 
reason why he can't be a member of the cooperative market 
itself. 

As farses othe help, «la think,..as.a, part~oL 
Management in one of our country's largest cooperative 
systems which embraces both marketing and farm supplies, 

I would say we need an opportunity to be able to get 
started, and that is why we mentioned the maintenance and 
the preservation of the Capper-Volstead Act. 

I think in the early years, in the beginning years, 
in the initial years of the cooperative when it was young 
maybe it does need some care and attention and loving care. 

This is where its membership is very important, 
but a cooperative is still no better than the support of 
its membership, the way we look at it. | 

So a cooperative has the continued job of telling 
the cooperative story to their members, I think the areas 
that cooperatives right now need the most help in is 
possibly in improving their position within the export 
market system because today there isn't any real exporter, 


there isn't anyone in the export business that really has 


the concern for the U. S. farmers, 
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Most of the exporting companies are worldwide 


companies: they really don't care whether they buy their 
wheat from Australia, whether it is Canada, or whether it 
is the United States or whether it is France or wherever. 

I think the American cooperatives would have a 
little different approach in their marketing on their 
exporting than maybe some international grain company 
would. 

So I think they need some possible help and 
encouragement in the export area. This is one reason that 
we feel that the cooperatives should have a part in export 
financing, and it is also the reason that we suggest that 
the Department of Agriculture continue some of its work 
in helping to develop or doing their studies on some of 
the world grain marketing systems. . 

SECRETARY BERGLAND: I am not sure, Dr. Farris, 
if this question should be directed to you or to 
Mr, Naden or Mr. Thompson. 

If anyone wants to answer it, please respond. 

I was in New York State last fall and talking with dairy. 
producers and dairy leaders on the dairy question. 

It seems that in that region of New York State —~ 
and I understand this is happening in Other parcs OLetn¢e 
country -- profit oriented dairy processing organizations 


were going into the rural community and identifying farms 
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that were Situated on good, hard=-top road close to town, 


high volume producers, and offered them a premium for their 
TRIAL Kes 

The cooperative was not able to meet that competi- 
tion because the cooperative was providing the service to 
producers who were very far away, 

There were high transportation costs, and they 
were trying to equalize transportation costs among all 
members. 

To make a long story short, many of the largest, 
and I suppose some might say efficient producers, were taken 
up by the profit motivated organization, quite properly. 

It is all honest and fair and legal. Left a 
cooperative, then, with producers whose costs were presumably 
higher, at least the farms were smaller, and they were widely 
scattered, and there was a big cost connection with gathering 
the milk. 

Put the cooperative at a substantial market 
disadvantage, vis-a-vis the larger independent profit 
motivated organization. 

The worry was that the market out for those small 
farms was going to be destroyed. I don't know ifethatsis 
eteientiy, lehe otae als conceivable it may 


a real worry or a fa 


happen. 


Do you see that kind of trend, any of you? And, 
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1f so, what can-be done about it or should be done about it? 


is this something that should just be left to'’the forces 
of the marketplace? 

DR; FARRio ss Evam-not as’ ifamiliar withthe dairy 
in New England. 

SECRETARY BERGLAND: If you can apply your know- 
ledge to other commodities. 

DR. FARRIS: It seems to me there are opportunities 
to provide educational systems for cooperatives to develop 
ways of serving the smaller farmer through absorbing some 
of the costs of helping them search out alternatives. 

When marketing changes, as it has today, it is 
an investment of time and effort on the farmer to search 
out and evaluate alternatives. 

The larger farmers make that investment and can 
afford to make that investment more effectively than the 
smaller one who has less product to spread the cost. 

There seems to be an opportunity for cooperatives 
to step in, perhaps the land grant universities, to try 
to find out ways of making information available to the 
Variety Of tarmers to help them evaluate their alternatives 
will not have to bear that total burden of cost 


so they 


themselves, 


I think that is one of our Challenges. And it 


is one that I think will be growing as our markets change 
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further in the future. 286 


And as we face the kind of uncertainty you are 
speaking about, Mr. Secretary, with the need to stay 
up-to-date with timely information, the challenge of trying 
to be of service to the smaller size farmers is one of the 
general problems--also, grain, livestock and other commo- 
dities. 

SECRETARY BERGLAND: Mr. Covell, chicken prices 
are below the cost of production for everybody, we think. 
Me CUE eee Sy, aSL i, VOULaLem Ir Lont. 

SECRETARY BERGLAND: And something has got to 
give, There will be a reduction in the output of chicken, 
I am sure, because of the way things are. 

And we understand that, and we have no remedy. 
We think the market forces will take care of itself. But 
because of the highly structured nature, the integrated 
nature of the industry, what happens now when the pressures 
to contract are enormous? 

What does an organization like yours -- are you 
an integrated man? 

MR. COVELL: Yes. 

SECRETARY BERGLAND: What does an organization 
like yours do in times like these? 

MR, COVELL: At this point in time, Sir, we 


haven't made any adjustments, The industry last week, the 
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eggs were off three percent, 


It takes approximately 60 days to grow a broiler, 
SO you are only talking, if you spread your bookings, that 
is the time between the time the grower sells and buys. 


That is about one or two days. 


That is probably what most integrators are 
doing. It means the grower instead of getting chicks back 
in two weeks is going to get them back in two weeks and 
two days. 

That is not going to affect his income very much. 
He has an opportunity to go now to five flocks a year. 
There will be some inefficient producers that will be 
dropped or set aside until such time as we have a change 
in the market, but that goes on historically and the 
inefficient producers go out of business and efficient 
producers expand, 

We do believe, however, that the three percent is 
not enough cutback for a disposable income with a lot of 
hogs. And the fact that we did expand our industry 10 
percent next year, we think we before we see a profit mark- 
pewemmus tect MOLE Lhal about 3 to 8 percent this vear. 

But there are built-in adjustment factors. If 
an integrator cuts back, there are two ends of these things 
as far the producer is concerned: one end being the egg 


producer and the other being the grower, 


Acme Reporting Company 


(202) 628-4888 


= ‘ nateprbs ali-7il.2@ 224 a 2613: JUG 


iC 4 J o 
* 7? \ r 
g i n 
3 / =H) 
= is 
sy 
T= I 
i 4S* 
a rma 
Pe 
a 
“ “3 
2 e rf 
ep 7. Ic a | 
Ld 3 


1 14: eae ‘ai , 2 SH 


1° c tot Npscsz05 apeoes 
Fosaxs 5io ow feed Weel Sas aA 


ate . Bay ren Ix 


i+ 
a 
F 4 
an] 
4 
e 

* 
‘’ 


rh 1 o7 @ sA0ds nad? erom 350 Jat Bee 


«\ shes O22 ore Beetit ,2e80 e705 29 


sae ontted bie ero 1herceceen ge tsoubo2g, 3 a3 


a 


tevore sat gained: terdsc att faa 
a 


> a > 7 ° 
tt oat: ag ~~ ' aT oF. te a? ee al _ rn oY - 


What normally happens, the egg that would go to 
the hatchery or sold to the bakers, that cost is absorbed 
by the integrator because you can't afford to liquidate 
the breeder flock, 

Wiehe doesithat it takes him®six towel gqntemontns 
to get that producing hen back on the nest. So normally 
they absorb the cost of breaking the eggs. 

As I pointed out here, the producer is insulated 
against those losses because we are still paying him 
whatever his contract was, whether he was an egg producer 
or broiler producer, and the industry is absorbing the 
loss, 

When the market is profitable, we pay him about 
the same amount of money, although they do participate, to 
some degree, in the market. Of course, at that pointe Ppewe 
put money away to get us through these kinds of periods, 

SECRETARY BERGLAND: Dr. Naden, there is a 
continued controversy about the role of cooperatives ir 
a private enterprise competitive economy, and some argue 


that cooperatives have certain tax advantages and therefore 


provide unfair competition to prosutamotlvaced organizations. 


There was quite a bit of question raised about 
market domination and concentration of economic power in 
cooperatives. What do you say abouusiiate 


DR, NADEN; Well, there are quite a few -~ 
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Mr. Secretary, there are quite a few charges being 289 
bandied around these days. 

When we had the debate on the floor of the House 
of Representatives on the Andrews Amendment, some of the 
people objected to that curtailment of FITC, FITC intrusion 
by naming a number of things and by condemning cooperatives. 

But let me deal with just one which is a subject 
of discussion, and that is the so-called bigness, the 
domination issue you have heard of. 

The main point to be discussed there and to be 
pointed out is that bigness in terms of a large share of 
the market may create a situation you could refer to as 
monopoly share. 

But monopoly share doesn't necessarily yield 
market power or yield the opportunity to Apart consumers 
or to abuse farmers. 

And the reason for that, very simply, is that 
the farmer and the cooperative do not attempt to control 
the supply of the product. 

When the total amount produced by farmers has 
to move to market because of its perishability or because 
of its lack of control or supply, the end result Lana 
market price and, therefore, when the total share moves 
through one outlet, moves through one cooperative, you 


have greater protection and greater security for the farmer. 
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But the total amount is still moving through oe 
the market and there is no opportunity for abuse by con- 
sumers, 

Let me comment further, I have heard in other 
areas of that kind of offer and that kind of behavior, but 
most recently I have heard many farmers say they recognize 
that kind of offering of a higher price as a kind of siren 
song, a kind of a temporary short-term advantage which 
could result in a serious disadvantage later. 

The main thing about the dairy farmer, in fact, 
all farmers marketing their products want today is security, 
home for their products. 

There is no greater distress for a farmer to face 
than to find that he is producing a perishable product-- 
grapes coming off the vine, milk being produced--than to 
fi nodetiatenls outlets fox thateis curtailed. 

I remember a few years ago hearing the distress 
of the grape growers of California who did not belong to 
a cooperative, whose crushers called them up one day and 
they said they could only take three-quarters of their 
supply because they had a year's supply of wine in vats. 

Security is more important than price, and 
farmers are now recognizing that. 

SECRETARY BERGLAND: Dr. Thompson, one question, 


and then I yield to Dr. Hjort. What do you thinks1S the 
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Proper USDA role in helping farmers who are trying to 
penetrate a market know that they have to deal with market 
Porces,;=duslity Control, ana a whole esa: things 
rather sophisticated and USDA is charged with the job of 
fostering and encouraging this sort of competition in 
market development? 

What do you think we should be doing that we 
are not doing? Are we doing things we are not supposed 
to be? 

DR. THOMPSON: “Well, IP think’ you "are doing 7a 
good job in a lot of the areas, and then in New Hampshire 
I have been very impressed in my dealings with the 
extension service, which is not totally unusual, but in 
terms of trying to develop some alternatives for small 
farms, sit isenoe clear to me that the-sactivities of 
information, particularly about some alternative marketing 
outlets, things of various varieties, of direct marketing, 
for example, it is not clear to me that that information 
is readily available for individuals Wanting GO sivart == 
wanting to get into -- and understand the economics of 
roadside stands, 

It is not clear to me all that information is 
available. ‘And that is one area, in particular, which 
would be of direct benefit to small producers. 

I don't see a sufficient volume of activity at 
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1S point in tjme. There is, of course, a growing number 


Or direct marketing outlets, most of which are -- have been 
formulated and are continued to operate without direct 
involvement with USDA, 

But I think more of that would be useful. 

DR. HJORT; John, I have heard it argued that 
co-ops actually have a net effect of impeding the trend 
toward larger farms, super large farms, or slowing the 
rate of decline in a number of farms and slowing the decline 
in rural communities in that through large-scale purchasing 
Operations and marketing operations the advantages that 
Only the super large could find,would be of a size suffi- 
cient enough to take advantage of, can be passed on to all 
of the members of the co-op. 

Would you address this question and how you see 
this in terms of implications for structure? 

MR. ANDERSON: Yes. Dr. Hjort, I believe -- well, 
cooperatives, both the supply and marketing cooperatives, 

I think, of course they enhance the economics of the 
farmer members of these cooperatives. 

| And if the switch from, say, a small farm to 
a large farm is because of the basic economics and a 
cooperative helps a small farmer stay efficient and more 
productive or lease cost type operation longer, then, yes, 
lmsay eyes. 
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y the same token, they give the same benefits 


and advantages to a large farmer because in the cooperative 
system the farmers share in proportion to the amount of 
business that they do in an association, whether you be 
small or large, 

It is based on the dollar volume of purchases 
you might make for the co-op or on the number of bushels 
that you market in case of a grain or the number of animals 
you market through a meat-packing cooperative. 

iteo Seeneomountea ne proportion, tostneamounteot 
business you do with the association. They do have a very 
important function, I think, as community builders, 
particularly in the Mid-West. 

There are a number of communities where a 
cooperative may ne the major business in town. It consists 
of an elevator operation, a farm store, a petroleum 
operation, and essentially the business of the community 
revolves around what happens at the co-op. 

I know a lot of small towns where the annual 
co-op meeting is probably the biggest thing that happens 
in the town. 

I mentioned in my report in our particular case 
we serve 245 communities in the Mid-West where the local 


association has the only filling Station in town and it is 


something there that the people need and they rally around. 
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It is a community builder as far as rural oa” 


community is concerned, It does give the farmers a lot 
more Staying power as far as their cost input is concerned 
or as far as their marketing operation is concerned because, 
after all, they are the owners. 

The Secretary mentioned competition between 
corporations and cooperatives and advantages and disadvan- 
tages, and actually we do business ane same way. 

The only difference in the cooperative system, 
in a regular corporate system and a cooperative, our 
stockholders and our customers are the same individuals 
and you have a completely different relationship with your 
customer on that basis. 

We have a customer that is a stockholder. He 
gets treated different than if he was just a customer and 
not a stockholder and they share in our returns on the 
basis. 

DR. HJORT; Paul, I notice on one of your points 
you are suggesting pursuing a vigorous antitrust POLL CY. 
Does this imply that you are becoming more increasingly 
concerned about concentration in the marketing system? 

DR. FARRIS: I think the trends are towards a 
higher level of concentration. They are not dramatic, but 
Pte yOu, LOckwat Bthem over a time, they are continuing. 


And I think it requires continued vigilance on 
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trying to understand what is going on and why er Se oe ened ay. 


is increasing, 

I am enough concerned about it that I would want 
to keep a vigilant eye on what is happening on both sectors 
of agriculture. 

DR, HJORT: This is kind of a general question, 
but thinking in terms of our marketing system today and 
its performance, how it is changing, what do you view -- 
what is your major concern, if any, about our marketing 
system? 

DRAEEARRIS;: “I think the major concern) Ienave 
PSeinecrying tO eprotecussoOrueoL al Openmaccessmsystem, 
one in which the supplies and demands can be balanced in 
some kind of competitive way. 

The nature of agriculture is such that we cannot 
have continuous flow of supply. There will be variations, 
fluctuations in supply and fluctuations in demand. 

There is a special need, it seems to me, in 
agriculture for having competitive markets somewhere in 
the channel that operate effectively. 

Ihave a major concern about preserving at some 
point in the channel competitive price discovery forces 
Cneagrrcubture. 

DR. HJORT; Do you detect that we are in a 


situation where thin markets and so on make it increasingly 
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difficult to determine what the actual transaction Cee 
really is? 

DR FARRIS; Yesyee think ‘that Wt as moving 
in that direction--more so in some commodities than 
others, 

Die HJIORT = thank you, 

SECRETARY BERGLAND: How come? Why is it becoming 
more difficult in some commodities than others? 

DR. ‘FARRIS: a ethaink “St has “to do-with ‘the 
degree of coordination and integration that 1s occurring 
in central markets. 

In others, going back to grains, there is an 
active futures market that has enough volume and enough 
buyers and sellers that the trade has confidence in al de 

ters wCOMntinuUsnostO Carl Ve, andieilaves more 
confidence that as long as that is preserved there is at 
least a competitive price discovery point in the grain. 

I am a little bit more concerned in some of the 
livestock markets. I would like to see the futures markets 
in livestock develop and carry the strength of trust that 
seems to exist in the grains. 

Theyare developing. Whether they can achieve 
that degree, I don't know. I would hope so, 

DR. HJORT; Mr, Covell, in your statement, you 


actually make a fairly strong case for vertical integration, 
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Or at least as it applied in the broiler industry. 297 


We have the possibility -- it seems we are moving 
in similar directions--somewhat different maybe, but with 
PespectrctOnpOrk DProcuctzOn and -So on, 

Do you anticipate that within the meat animal 
industry, poultry, meat and competing products, that there 
are potential gains to be had similar to those that have 
been experienced in the broiler industry in your competition? 

MR. COVELL: I would say if the economics were 
there, that it will. I know that the people I have talked 
to in the pork industry tell me it is highly capital- 
intensive and it will probably move much slower. 

Broilers--they have worked in this thing over 
a long time. Integration started back in the Fifties, and 
it didn't start really because the feed companies went out 
and asked the grower to go on contract; the grower came in 
and asked the feed company to put him on contract because 
he couldn't stand the market risk. 

He is selling broilers five days a week, 52 weeks 
a year, The feed company was better able to spread its 
market than the producer. I am not that close to the hog 
producers and I don't know whether they, in fact, would 
like a feed company to become part of an integrated system 


aye Selehere 


I do know there are large feed companies that are 
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integrated and they are actually Owning facilities and 
so on, I don't believe they are taking farmers into that. 

I think they are building and working in that 
direction. But we in the broiler industry actually took 
the grower, the producer, in on the contract. 

DR. HJORT: And it does seem to me that the hogs 
Segment of it is moving in a little different direction, 
but do you see the potential for producers with relatively 
small operations and feeding them into a contract or 
somebody that provides the feed and takes it to market? 

MR. COVELL: I would say that is a good possi- 
bility. For instance, in a particular broiler operation, 
we would have to double our capital costs if we owned all 
the chicken houses, 

So I would think that anybody who wanted to get 
into hog production and have a packing plant, a feed june AEA 
whatever, these capital costs would be so much iess if he 
could get the farmer to be part of that, where he actually 
owns the facilities and the land, produces the pigs, et 
cetera, I would think it would be a good possibility. 

DR. HJORT: Thank you. Ken, let's turn to a 
topic that hasn't come up, gasohol, and the role of 
cooperatives in that process, 


You have heard some argue that a potential problem 


here is one that perhaps the cooperative approach can be 
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used to prevent it from becoming a serious problem--that 
being small on-farm stills, in effect, that do not have 
a high enough proof for it to be commercial operation. 

And I have heard it described simply like a milk 
collecting operation where it would be a centralized 
facility collecting the excess from a number of farmer 
members. 

What do you see as the potential along these 
lines? 

DR. NADEN; I hear from the cooperatives around 
the country that there is an intense interest in this and 
they look on it as a considerably valuable potential for 
production of gasahol. 

I know at the present time there is intensive 
debate as to what is economical and what is not economical 
and how far to go and how much subsidy should be attached 
to this operation and that operation. 

But I also know that they feel that it is 
essential in the national interest to reduce this dependence 
upon imported oil, and gasahol is one route we should take. 

It is certainly not a cure-all, but one rouLe 
that should be thoroughly examined and should be taken. 

I do know that some of the cooperatives of the country 
have now recently voted to allocate capital to appoint 


persons on their staff to coordinate gasahol production 
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Studies and examine it more carefully, and I look for them , 


to be a leader and a source of considerable production 
sometime in the future. 

DR, HJORT: Another major topic and perhaps one 
of greater importance right now is the transportation 
Situation--the railroads and so on. 

What do you see as the role of cooperatives with 
respect to the future transportation system that serves 
the nation? 

DR. NADEN: Well, cooperatives are already active 
in truck transportation, both in trucks owned by one 
cooperative, just its own private transportation, and 
jointly owned transportation companies. 

These are becoming a strong factor both for the 
aiyection OL competition for the reduction of “rates and 
for better service. 

And they are holding their own and doing well. 
On the railroad side, the cooperatives have not up to this 
time played any role that I am aware of in improving 
transportation services as such. 

In other words, farmers haven't gone into 
railroading that I am aware of; they have gone into 
trucking and they have gone into processing and many other 
things, but they haven't gone into railroading. 

Now there is a very keen interest and a very 
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active current study going on among our members as to 
whether or not there should be cooperative endeavors in 
railroading for the purposes of investing in capital -- 
enrolling stock, investing in track lines, and maintaining 
some branch lines, which are extremely important to farmers, 
but which the railroads want to abandon and might have 
authority to abandon, 

Again the issue comes up to potential support 
from the states--state subsidies, Federal subsidies-- 
either in terms of ownership of roadbed -- but that is not 
being overlooked, and I wouldn't be at all surprised to 
see some experimental work, some direct investments in 
railroading owned by farmers to try to keep the branch line 
service open, particularly in those areas where truck 
Pusanspontation ss, not. so feasthler too far away, where the 
farmers of the cooperative installation is a captive 
shipper and there just isn't the competition there should 
be, 

But that is under consideration now, 

DR eeu ORT aries CONS Olle 

SECRETARY BERGLAND: Would you yield, Howard, 
on this point? Ken, do you think that there is -- we 
ought to investigate the feasibility of establishing REA 
Government role in financing these enterprises? 


DR, NADEN: That is part of the study, I dons-t 
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think the studies I am aware Of have proceeded to the stage 


where we are ready to review what the role of the Government 


is. 

They are just studying and investigating it and 
seeing how much it will cost and how much service can be 
offered. It is a very complicated thing, and I am a complete 
HOVICE. Ofe1 th 

I hear some of the complications they are talking 
of and they frighten me, but it is something that can't 
be overlooked. 

SECRETARY BERGLAND: Thank you. 

DR, HJORT: Mr, Thompson, you addressed the 
question of direct marketing with respect to small farmers. 
In some of the hearings, as you know, the question of 
marketing came up, and at least in the one that I attended, 
and I understand in others there were concerns expressed 
SreciceDart OL Small "producers that were not able, it 
seemed, to break into serving even local markets. 

What I want to ask you is since we as a nation 
seem to be thinking increasingly about deregulation, is 
there something in our present marketing system, in our 
grades and standards and marketing orders and so on that 
Makes it very difficult for the smaller producers to 
compete? 


Are we at a point where because everything has to 
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aprascertain) size package and graded and standard ain that 


n that 
way to facilitate or to accommodate our marketing system, 
that we have built in too many rigidities? 

DR. THOMPSON: I believe we have in some respects. 
The state of California in their Study on the family small 
farms indicated they thought in vegetable production the 
grades were preventing local marketing because the grades 
were set up for certain obvious reasons. 

In other words, if you are producing a tomato 
Enecalrtornia togseligon the East Coast, it has to arrive 
on the East Coast in a marketable condition. 

The same kind of standard, necessarily, or the 
same quality of tomatoes, the same characteristics wouldn't 
be necessary for local marketing. 

As I fe looked around at the country in the 
Northeast and South--I am more familiar with those two 
areas than other parts of the country--it is not so much 
that the grades themselves are preventing the small producers 
from getting involved in those areas as such; it is simply 
a matter of not knowing. 

Ltsis a verysold sformeof imarketing, butriteis 
very new in terms of its renovation in this country, and 
a lot of farmers simply don't know how to do that: what 
do I do. I want to do something different; I want to get 


into or I want to investigate the feasibility of farmers 
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market or what are the economics of roadside stands or what 


‘ 


are the other alternatives I have. 

Do you have any information about these alternative 
I think it is extremely important to the smaller producer, 
and I think we have to look into the effects of marketing 
and what they do to local marketing. 

I wouldn't necessarily think that that is an 
Option per se in the Northeast. In the Northeast, for 
example, I think the increased attention is on localized 
decentralized operations. 

I think the Northeast has had a couple of close 
calls, being at the end of the food chain--very close calls 
in terms of food supply. 

Phare Sano ton) yeas concern ofetarmerS me piltma 
concern of consumers in that area, And I think things we 
Camedosthat will increase’ our local seli-reliance >= 
obviously you can't do everything in New Hampshire that 
you can in California, but direct marketing seems to provide 
some very low cost ways of getting involved. 

And I am not suggesting that the Government totally 
subsidize and run those, but I think a strong increased 
informational role would be important. 

DR, HJORT: Iwas struck in the summary of the 
Heariogs, thatinesthe Northeast there was a fairly strong 
pitch--statements that they needed to become more 
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self-sufficient, 


On the other hand, on the other coast in 
California, there was a fairly strong cercern that was 
registered over what was happening to transportation costs 
and woulda they be able to compete with the rest of the 
country. 

How do you see these changes in transportation 
and changes in energy affecting these regional distri- 
butions? 

DR, THOMPSON: I don't think there is any question 
Poshasmtosraisesthe (cost! eit is snot tclear to tmeyand ir 
haven't studied that particular problem close enough to 
know exactly what the energy costs have done to the food 
prices, but it is also making consumers aware as some of 
these local marketing outlets have developed that 
New Hampshire and Massachusetts can grow localfprecucce 
that can be available to the consumers, 

As much as anything, the quality is an issue for 
consumers, and it is something which I don't think a 
tomato that is suitable for cross-country travel is 
necessarily the most tasty desirable consumer product. 

and I think these local options have opened up 
that possibility, but again it is not easy to get these 


things established. 


It is not easy, for example. The most recent 
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interest in New Hampshire has been in wholesaling, direct 
breaking into wholesaling markets, Crying tovceteinca 
state institutions in the local school districts and 
restaurants and grocery stores, and it is not easy to 
break the dependency that those buyers have on our current 
marketing system. 

But I think they are also interested. I had an 
interesting conversation with the food managers of hospitals 
in Massachusetts, and they were quite fascinated to learn 
that there were individuals locally interested in doing 
that and a number of food managers had begun to buy local 
products, and they were quite happy not only with price, 
Docewiiie quality. 

DReeHUORT se lnenk you. 

SECRETARY BERGLAND: Thank you very much for 
coming and taking the time to prepare for testimony and 
sharing your views with us, We appreciate it. The 
hearing will stand adjourned until 10 past 9:00 in the 
morning. 

(Whereupon, at 5:40 p.m., the meeting was 


adjourned, to reconvene at 9:10 a.m., April 30, 1980) 
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